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THIS MONTH 


EFLECTIONS on the past year's 

happenings and their significance 
to the future of the insurance world 
is the burden of our editorial, and, we 
think, some interesting comments and 
figures are presented for your con- 
sideration. ® An article by Professor 
Hoffman on Mutual Savings Banks and 
their deposit insurance plan shows how 
carefully these banks have looked 
after the welfare of their depositors. 
® Delving further into the Mutual 
Standard Automobile policy, Elmer W. 
Sawyer brings out other improvements 
that have been made in this contract. 
® Quotation of an article by Profes- 
sor Blanchard, first printed in another 
publication, states his estimate of in- 
surance ideals to be sought after. ® 
Bunk of the Month" takes an odd 
turn in this issue, and the miscellaneous 
matter has a refreshing tang because 
of new (and possibly controversial] 


ideas interspersed here and there. 


NEXT MONTH 


Look for more emphasis on fire in- 
surance, and some surprising deduc- 
tions as to the relation of speed to 
auto accidents. ©@ ‘Bunk of the 
Month" will have another fling at non- 
sensical propaganda and there will be 


more than ever of general news. 
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N INSURANCE, as in almost every phase of human 

activity, there is a continuity of effort that makes 

the past the foundation on which we build in the 
future. As 1936 progresses, therefore, we can find much 
to guide us in a review of 1935. It was, on the whole, a 
good year for insurance companies of all kinds, in which 
tendencies regarded as harmful were held in check and 
substantial progress was made along 
desirable lines. 


In the field of fire insurance the most 
significant event was the continuance of 
the low loss ratio which has added to 
company surpluses so_ substantially 
since 1933. For the first eight months 
of the year the excellent record of 1934 
was bettered consistently, only April 
showing a heavier loss than that of the 
same month the previous year. The 
long expected reversal of the trend ap- 
peared in September and the last few months showed 
heavier losses. It is still too early to hazard a good 
guess as to 1936 experience, but some of the minor 
prophets are predicting a substantial increase in fire 
losses. The fact remains that 1935 was the best year, 
from the standpoint of property destroyed, since 1916. 
Since premiums stayed fairly constant this year the loss 
ratio was the best since the turn of the century. 

The pessimists, or the far-sighted executives, which 
ever term you prefer, have found much to worry over 
in their prosperity. It is expected that the splendid 
profits of 1933, 1934 and 1935 will soon lead to a public 
demand for a substantial cut in rates, a course which 
might prove embarrassing if losses then went back up 
to the levels of 1930 and 1931. In an effort to kill two 
birds with one stone the stock controlled rating bureaus 
have announced reductions in some states on those 
classes of risks in which mutual competition has been 
keenly felt, such as public property. Another year with 
a loss ratio under forty-five percent for the stock car- 
riers will make widespread reductions inevitable, either 
through compulsion by the states, voluntary action in 
anticipation of public pressure, or as a result of a wave 
of indiscriminate rate cutting for competitive reasons. 

If the storm signals for the future are disregarded 
there can be no doubt that a survey of fire insurance 
operations in 1935 reveals that “every prospect pleases.” 
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To the heavy gains in surplus from underwriting were 
added substantial amounts from appreciation of invest- 


ments. On the basis of market value for all securities 
many companies will approach and some will even sur- 
pass the record for surplus and assets which they estab- 
lished in 1929. This is especially true of the mutuals, | 
most of whom were in the strongest position in their 
history on December 31st, 1935. 


The steady advance of the mutuals, which con- 
tinued during 1935, is of constant and growing con- 
cern to stock fire executives. The natural desire of 
some stock agencies to represent mutuals, the steady 
drift of business to mutual carriers, and their grow- 
ing appreciation that the mutuals of today are not 
those of thirty years ago, disturbs the days and troubles 
the nights of stock executives. Efforts are being made 
to unite the stock companies and agents in a joint cam- 
paign to check the mutual inroads. So far they have 
led to little more than conferences in New York and 
impassioned speeches before groups of agents but the 
effort will probably be aggressively pushed in 1936. 
Rumors of reductions in commissions simultaneous with 
a general lowering of the rates are heard, together with 
plans for a comprehensive advertising and public rela- 
tions campaign to convince the insurance buyers that 
all things good in the insurance field bear the stock label. 
The many points of conflict between the stock agents 
and their companies make any real cooperation im- 
probable, even when their interests run in the same 
channel. In any event, the mutuals will meet sterner and 
better organized 
opposition in 
1936, but with the 
confidence borne 
of preparedness 
and a better ap- 
preciation of mu- 
tual insurance on 
the part of the 
public, it would 


INSURANCE 
. H I STO RY seem that anything 


cannot materially impede mutual progress. 


N AT least one front the mutuals won a number 

of substantial victdries in 1935. The right of 
mutual companies to insure public property has been 
questioned by stock agents and in folders distributed 
by stock companies on the ground that it is contrary to 
the provision in many state constitutions against the 
loaning of public credit. The Supreme Courts of Wyom- 
ing, California, North Carolina and Arkansas joined 
those which have already ruled on the subject and, in 
each case, as in those previously decided, the right of the 
mutuals to insure public property was upheld. 


The casualty business provided much more excitement 
during 1935. A determined drive to secure a monopolistic 
workmen’s compensation state fund in New York was 
only stopped when the companies agreed to the setting 
up of guarantee funds for both stock and mutual carriers 
which would afford protection to the claimant in the 
event the insurance carrier became insolvent. The posi- 
tion of the insurance companies had been badly under- 
mined because of the failure of many stock casualty com- 
panies in the depression years, with the result that 
injured workmen were deprived of benefits. Other 
states demanded the same protection for claimants and 
similar laws were passed in Minnesota, New Jersey and 
North Carolina. This new type of legislation in many 
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particulars is regarded as unsound 
and dangerous. Its possibilities for 
trouble are not yet fully appreciated. 

The occupational disease problem 
moved toward the stage of a major 
crisis with the passage of laws in 
North Carolina and New York. The 
North Carolina bill, molded after 
one prepared and submitted in [Illinois 
which did not pass, is generally re- 
garded as fairly satisfactory. 

In New York all occupational 
diseases were placed under the com 
pensation act without conditions or 
safeguards. The employers and car- 
riers alike were thrown into a near 
panic at the time the act became ef 
fective. The question of a rea 
sonable and adequate rate 
presented more than a problem. The 
rates regarded as necessary to carry 
so broad a law are looked upon by 
industry as so burdensome as to en 
danger the continuance of some 
enterprises and to that extent em 
ployment. The situation is appre 
ciated by some labor groups and ef- 
forts are being made to reach an 
agreement for amendment of the law 
at the current legislative session to 
a more reasonable basis. 


basis 


In Illinois labor and industry 
fought each other to a standstill on 
the ©.D. question. Since then fre- 
quent and extended meetings of the 
interested groups have been held with 
every expectation that an under- 
standing will be reached on a bill 
which will furnish a reasonable and 
insurable basis for the hazard, al 
though the bill will probably be 
wholly satisfactory to no one. 


The adoption of standard provi- 
sions for automobile liability policies 
by stock and mutual organizations 
jointly was the big news of the year 
in this field. The new provisions 
will be in general and widespread 
use in 1936 and machinery for re- 
vision has been set up to take care 
of necessary future changes. The 
mutuals, acting independently, have 
developed standard provisions for 
the automobile coverages written by 
fire insurance companies that not 
only correspond to the liability pro- 
visions but also represent a definite 
improvement over the forms now in 
use by companies generally. The 
stock-mutual battle therefore enters 
a new phase, with the mutuals tak- 
ing the offensive on the policy con- 
tract as well as continuing to press 
their service and other advantages as 
well. 

The progress made by the mutuals 
in premiums and assets during 1935 
will not be accurately revealed until 
company reports can be tabulated but 
(Continued on Page 26) 
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Running Comment on What Is In the Magazines 
and the Mail That Comes to the Desk of the Editor. 


How Often Do Business 
Prophets Hit The Mark ? 


SOME WILL BE SURPRISED AND 
SOME WILL SAY, “# TOLD YOU SO” IF 
they study the thesis on “Forecast- 
ing the Commodity Price Level” just 
completed by Eugene W. Pettee for 
his doctor’s degree at Chicago Uni- 
versity. While confined to commodi 
ties, Dr. Pettee’s appraisal of 150 
predictions extending through the 
range of years from 1850 to 1930 
throws considerable light also on the 
probable accuracy of business proph- 
ets in general, 


His conclusions are that about 65 
per cent were right in long term pre- 
dictions, and approximately 51 per 
cent right in short term predictions. 

“Putting it differently,” says Dr. Pettee, 
“22 of the 31 long term forecasts ap- 
praised were definitely more than half 
right; three were about half right; and 
only six were clearly more misleading 
than otherwise, while 114 short term fore- 
casts averaged to little better than half 
right, which is only discouraging if one 
assumes that the layman is as much as 








half right most of the time, or mostly 
right half the time.” 


One observer remarked in this con- 
nection that the prophets were of 
no more assistance in predicting 
business than they would have been 
on the outcome of matching pennies. 
The short term forecasts were at 
their best in 1920, not quite so good 
in 1922, and fell down badly in 1923. 
In 1924, 1925, 1926 and 1927 they 
hit the nail on the head fairly well, 
but fell down again in 1929, 


“In comparing the records of the out- 
standing forecasting services,” says Dr. 
Pettee, “it was found that the forecasters 
typically failed to foresee the turns six 
months in advance, or else predicted the 
opposite from the actual trend. Some three 
months before the turns, the forecasters 
on the average were somewhat less inac- 
curate, and just before the turning points 
they were generally slightly helpful. 

“This is the reverse of what the serv- 
ices would have us believe,” declared Dr. 
Pettee, “for they frequently remark that 
the immediate outlook is unpredictable 
even though they feel quite confident con- 
cerning the direction of the next. sig- 
nificant movement. 

“As for the records of individual serv 
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ices, it was found that the organizations 
with most predictions to their credit were 
about equally proficient, and those mak- 
ing the best scores in most cases were 
those that predicted least often. No serv- 
ice made the top rating more than two 
or three times. There were about as many 
extremely bad forecasts as extremely good 
ones. 

“There is no convincing evidence that 
long term forecasting is improving,” says 
Dr. Pettee. “The forecasters during the 
seventies and eighties made the best rec- 
ord of all as judged by an average score 
of 73 per cent as compared with 68 per 
cent in the 1920-1930 period. 

“As a general rule, common-sense analy- 
ses stood the test of prediction better than 
empirical formulas; history provided no 
very workable rules, although fundament- 
ally and in a very broad sense it is, of 
course, the source of whatever judgment 
and insight we possess; nor did any theory 
of prices find glorious confirmation. 

“Indeed, no single theory as to the true 
causes of the changes in the price level 
was applied at all consistently by any fore- 
casting service in connection with its 
short-range predictions. 

“Typically, the forecasters did not so 
much as restrict themselves to any one 
general approach, although some usually 
stressed certain factors more than others, 
such as the monetary, the wage level, in- 
ventories, etc., all of which are mislead- 
ing if used conclusively.” 

It is interesting to note that “Old 
Man Common Sense” made such an 
excellent score, but we imagine that 
the enthusiast for charts and statis- 
tics will soon have an answering 
blast to the new Doctor of Philos- 
ophy. 

ee ®@ 


Cochrane Case Closed 


THE CIVIL SERVICE COMMISSION, 
WHICH WAS TO HAVE HAD A HEAR- 
ing on the charges against Insurance 
Commissioner Cochrane of Colorado, 
on February 18, has reported that 
the case was dismissed and cannot 
now be reopened. 

Neither State Senator John 
Nolan, who brought the charges, nor 
Theodore Chisholm, his attorney, ap- 
peared at the hearing. No explana- 
tion was given for the dropping of 
the charges, but the result is that 
now the incident is closed. 


Tennessee Supreme Court 
Rules on 
Expirations of Insolvent Agents 


IN THE CASE OF FIRST NATIONAL 
BANK OF ATHENS V. LACKEY, THE 
Tennessee Supreme Court decided 
that expirations of an insolvent agent 
belonged to the companies: 


The court said in part: 


“This is a general creditor’s bill. The 
principal question for determination is 
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whether the fund of $3,500 impounded be- 
longs to the intervening insurance com- 
panies, in whole or in part, or whether 
it is to be distributed ratably among the 
general creditors of J. K. Lackey, includ- 
ing the said insurance companies. 

“Lackey was the agent of these insur- 
ance companies at Athens. He became in- 
debted to these companies in the sum of 
about $4,700. The companies elected to 
terminate Lackey’s agency, and proceeded 
to cooperate with Lackey in procuring a 
purchaser of the agency. 

* * & 

The court quoted the contract as 
saying : 

“It is further understood and agreed 
that all accounts receivable in favor of 
the J. K. Lackey Company may be de- 
livered. to party of the second part who 
agrees to collect such of said accounts 
as is possible and pay the amount so col- 
lected on pro rata basis to the various 
insurance companies, which the said par- 
ties of the first part are, at this time, in- 
debted.” 

* * * 

“It is asserted by said insurance com- 
panies that all expiration data and other 
records specified were the exclusive prop- 
erty of the companies and not of Lackey. 
The Court of Appeals so found, disagree- 
ing with the Chancellor. We feel con- 
strained to hold with the Court of Ap- 
peals on this point.” 


Commissioned Agents 
Status in California 


THE CALIFORNIA UNEMPLOYMENT 
RESERVE COMMISSION HAS RULED 
that contract life agents who are 
compensated by commission only, 
are independent contractors and not 
subject to the Unemployment Act. 
It is presumed that the Commis- 
sions ruling on fire and casualty 
agents, who occupy a similar relation 
to their companies, would be the 
same. 

eee 


U.S. Chamber of Commerce 


Reviews Insurance Taxes 


IN ITS ANNUAL BULLETIN, THE 
UNITED STATES CHAMBER OF COM- 
merce has analyzed the insurance tax 
situation again and repeats its oppo- 
sition to special taxes on insurance 
premiums. The stand is taken that 
such taxes are indirectly a levy on 
the portion of income that people 
set aside to guard themselves against 
contingencies. 

The study reflected how tax mat- 
ters stood in 1934. A slight decrease 
in the special state insurance taxes, 
licenses and fees in that year, as 
compared with 1933 is noted, but 
this is said to be due to a shrinkage 
of total premiums rather than to tax 
reduction. Altogether the amount 


February, 1936—7 


absorbed by taxation in 1930 from 
insurance transactions was $81,208,- 
674, the state insurance departments 
collected $35,451,562 of this amount, 
while the state treasurers or other 
officials received $45,757,112. 


Ot this $81,000,000 figure only 
$4,381,087 was spent on insurance 
departments in the various states— 
this representing the meager percent- 
age O1 9.39 as compared with 95.U5 
tor the previous year. 


The National Underwriter, in re- 
viewing the report, has this to say: 

“There are more than 180,UUU poiitical 
units in the United States tnat are sup- 
ported by taxation. With many otf these 
units taxing insurance in one torm or an- 
other, the Chamber poimts out that the 
cost ot the clerical, administrative and 
other overhead expenses im meeting ail 
the official requirements 1s a burden that 
policyhoiders do not realize they are 
carrying. About 9U per cent of the total 
ot the special state insurance taxes comes 
irom the premium tax, according to the 
Chamber. ‘the point is made that the 
tax 1s not aftected by the reiationship 
between gross income and gross disburse- 
ments. tven though loss payments, to- 
gether with other disbursements exceed- 
ed total income, the tax would continue 
unabated. 


“In addition to the premium tax, there 
are license fees to be paid by companies, 
as well as by agents, brokers and ad- 
justers, publication fees, expenses of ex- 
amination or audits, fees imposed by states 
tor tiling annual statements and other 
papers, state fre marshal tax and special 
state and municipal levies to aid in pro- 
viding for support of fire departments, 
for firemen’s relief and pension tunds, etc. 


“These special taxes do not include 
taxes that insurance pays in common with 
other business, such as property taxes, 
federal income tax, in a tew cases state 
income tax, corporation fees, capital 
stock and capital stock registration taxes. 
‘Tax authorities recently estimated that 
insurance pays more than 14 per cent of 
the t6tal amount of business taxes col- 
lected by the state. The bulletin points 
out that policyholders have no greater 
capacity to pay higher taxes than other 
citizens.” 


Co-op Banks Offer Loans to 


Farm Mutual Companies 


THE LOUISVILLE BANK FOR CO-OP- 
ERATIVES, ACCORDING TO ERNEST R. 
Rice, General Agent of the Farm 
Credit Administration of Louisville, 
has given an ©. K. to the eligibility 
of farmers mutual insurance com 
panies for loans from the bank. Mr. 
Rice added that the farm companies 
are beginning to utilize the credit 
facilities of the Cooperative Bank, 
which is open to all sound, farmers’ 
co-operatives of Indiana, Ohio, Ken- 
tucky and Tennessee, at the prevail- 
ing three per cent interest rate. 
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FIRE 
NEWS --- 


Individual Liability For Fires 


A BOOKLET ISSUED BY THE NaA- 
TIONAL FIRE PROTECTION ASSOCIA- 
tion with the Title “Individual Li- 
ability for l‘ires Due to Carelessness 
or Neglect” is receiving much de- 
served attention. The following 
quotation from the foreword in- 
dicates the scope of the matters 
discussed. 


lt is an accepted principle of the com- 
mon law that a man is liable to his neigh- 
bor for injury to the latter resulting from 
his carelessness or neglect. Owing to the 
common American assumption that every 
man who has a tire is an unfortunate to 
be pitied, rather than an offender to be 
condemned, this liability has not yet been 
recognized in relation to losses from easily 
avoidable fires. 


We therefore desire the active coopera- 
tion of our members in inducing those 
who suffer from such fires to bring suit 
for the recovery of damages. One such 
suit in every community will be of in- 
comparable educative value and at once 
result in the elimination of a surprising 
number of conspicuous local hazards. 


No civilized community should expect 
its firemen to risk their lives in fighting 
fires easily preventable; enough danger 
will always be encountered in extinguish- 
ing those not easy to avoid. Nothing will 
reduce the number of tire alarms so rad- 
ically as the fixing of personal respon- 
sibility therefor. The utmost achieve- 
ments of fire fighting science are crippled 
and balked by the habits of a people en- 
couraged in irresponsibility toward the 
common safety. The attention of such a 
people cannot be attracted and a correc- 
tion of their mischievous habits achieved 
by any ordinary methods of polite educa- 
tion. They must be made responsible for 
their acts of trespass. A man who has a 
preventable fire picks the pockets of his 
neighbors either through the medium of 
tire insurance or an unjustified use of the 
public fire department which all must 
support. 


Fire departments are not maintained to 
protect a man from the results of his neg- 
ligence, and when he calls upon the city 
in any such case he should be made to 
pay for the service. 

The safety of a whole city may be 
jeopardized at a critical moment by the 
diversion of the attention of the fire de- 
partment in the run to a fire which should 
never have occurred. It is the careless 
and indifferent citizen who will not pro- 
tect himself by decent housekeeping, who 
makes constant inspection of his premises 
by the firemen so necessary. He makes 
imperative a larger fire department, and 
lays his neighbors under assessment to 
maintain it. 

Is it not, then, peculiarly just, when the 
department issues an order and a fire re- 
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sults from its non-observance, that the 
offenders should pay to the city the full 
value of the services of the fire depart- 
ment and any damages in person or prop- 
erty resulting thereto in extinguishing or 


attempting to extinguish such fire? We 
believe that it is, and it is legislation to 
ihis end which the National Fire Protec- 
tion Association is seeking, and for which 
it asks your cooperation. There is al- 
ready such provision in the charter of the 
City of Greater New York, the State law 
of Pennsylvania and the city ordinances 
of Huntsville, Alabama; Berkeley and 
Pasadena, California; Kalamazoo, Mich- 
igan; Elmira, New York; Cleveland and 
Cincinnati, Ohio; Portland, Ore.; Austin, 
Ranger, Cleburne, Los Angeles; Wichita 
Falls, Greenville, Texas; Billings, Mon- 
tana; and Newark, N. J. These cities and 
this state are, therefore, the leaders in a 
movement the justice of which is irre- 
futable, and which is bound to exert a 
profound influence in correcting the de- 
fects of character which make for 
America so unfavorable a showing among 
the more prudent nations of the world. 

In foreign cities where the importance 
of care with fire and the principle of per- 
sonal liability are recognized fire losses 
are much lower. 


PER CAPITA FIRE LOSS 


1932 1933 1934 

Average for 468 cities 

in United States over 
20,000 population ..$2.22 $1.51 $1.59 
London, England...... 74 83 51 
Bordeaux, France..... 1.03 — SZ 
Vienna, Austria...... — 05 .08 
Hamburg, Germany... .37 30 06 
Venice, Taly.........- a ll 42 
Lisbon, Portugal...... -= - .20 
Stockholm, Sweden.... .49 59 89 
Shanghai, China...... — .20 09 
Glasgow, Scotland.... .63 78 .69 


Conversion May Be 
Written By Fire Companies 


OUT OF THE MICHIGAN ATTORNEY 
GENERAL’S OFFICE HAS RECENTLY 
come an opinion, holding that fire 
companies may legally write “wrong- 
ful conversion” insurance on auto- 
mobiles for finance companies if no 
mortgage interest is involved. This 
reverses a contrary opinion of a for- 
mer attorney general who held that 
such coverage was entirely of a cas- 
ualty nature, not to be handled by a 
fire company under the Michigan 
law. 

It is pointed out in the new opin- 
ion that automobile “theft’’ business, 
which has been regarded as permis- 
sible in Michigan for fire companies, 
is clearly similar to “wrongful con- 
version” and that the word “theft” 
is broad enough to include conver- 
sion by a car purchaser providing he 
is not the mortgagor. In Michigan, 
it is said, it has been considered that 
a man could not be regarded as 
legally stealing his own property in 
such instances. Thus in the case of 
a “bailee or conditional vendee” it 
is proper for a fire insurance com- 








pany to cover a car against wrong- 
ful conversion, but not if a clear 
mortgage interest was evident. The 
automobile finance companies use a 
form of contract which they claim 
should not be construed as a chattel 
mortgage, but under the plan used 
by small loan companies the form 
employed is generally considered as 
one which takes chattel mortgage as 
security. 


Milligan Heads Mutual 


Association of Syracuse 


{RA J. MILLIGAN OF THE PENNSYL- 
VANIA MILLERS’ MUTUAL FIRE INSUR- 
ance Co. was elected president of 
the Syracuse Mutual Insurance 
Association at their recent annual 
meeting. Other officers are Harold 
Joyner, the Liberty Mutual Insur- 
ance Co., vice president; Harold S. 
Niver, the Coal Merchants’ Mutual 
Insurance Co., secretary and treas- 
urer. 


The executive committee is as fol- 
lows: Henry I. Brigham, the Amer- 
ican Mutual Liability Insurance Co. ; 
James H. Warner, the Associates 
Mill Mutual Insurances Cos.; Lewis 
A. Wilson, the Wilson Mutual Asso- 
ciation. 

Among its other activities the 
Association has sponsored the In- 
surance Society of Syracuse with 
fifty or more members as an affiliate 
of the Insurance Society of America. 


Interesting Comment on 
‘Territorial Rights’’ of Agents 


VARIOUS ASPECTS OF 
PROBLEM ARE RECEIVING MORE AND 
more attention in the insurance 
press, as is indicated by the follow- 
ing editorial quoted from the Journal 
of Commerce and Commercial Bul- 
letin: 


THE AGENCY 


“Fire insurance agents frequently lose 
business through change in ownership or 
control of properties on which they have 
written insurance. Foreclosure of mort- 
gages has shifted control of many prop- 
erties into the hands of life insurance 
companies and savings banks. When State 
banking departments have taken over 
for liquidation mortgage lending institu- 
tions, similar effects have resulted.” 


“Large lending institutions usually have 
their own insurance brokers to whom they 
turn over such business. Government 
liquidating agencies, in order to handle 
their work more efficiently, have in some 
instances found it advisable to arrange 
with a single insurance company or a 
group of agents or brokers to insure all 
properties under their control. The 
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$1,000 Prize Offered By 
Utica Mutual For Accident 
Reduction Plan 


A TOTAL OF $1,000. Is TO BE GIVEN 
BY THE UTICA MUTUAL INSURANCE 
Company of Utica, New York, for 
the most practical ideas submitted 
suggesting ways to reduce the num- 
ber of accidents caused by reckless 
driving of automobiles. John L. 
Train, President of the company, 
has announced that the first prize 
will be $500.00, with other prizes 
grading downward. This is in line 
with the Utica’s plan to cooperate 
closely in the national campaign to 
reduce accidents. 


Casualty Actuarial Society 
To Meet May 15th 


W. W. GREENE, PRESIDENT OF THE 
CASUALTY ACTUARIAL SOCIETY, AN- 
nounces that its Spring Meeting will 
be held on Friday, May 15th, at 
3riarcliff Lodge Hotel, Briarcliff 
Manor, Westchester County, New 
York, a_ setting which combines 
modern hotel facilities and ready ac- 
cessibility by train or automobile with 
an inspiring view of the Highlands 
of the Hudson. 

In addition to papers presented by 
members, an interesting feature of 
the meeting will be informal discus- 
sion of “Regulation of Rates-in Cas- 
ualty Insurance on the Part of State 
Authority.” This discussion will be 
led by several members, whose affi- 
liations are with companies, bureaus 
and state authority, respectively. 

Heretofore, the Society’s half- 
yearly meetings have been open only 
to members and their invited guests. 
At this meeting, however, any rep- 
resentative of a casualty company or 
organization will be welcome. Notifi- 
cation of intention to attend the 
meeting should be sent to the Secre- 
tary, Richard Fondiller, 90 John 
Street, New York City. It is recog- 
nized that this new policy represents 
a departure from the practice of the 
life actuarial societies. However, it 
is felt that the Society will be of 
greater service to the casualty bus- 
iness if company representatives are 
accorded this opportunity to hear 
first-hand the discussions of impor- 
tant current problems which take 
place at these meetings. 


Enforced Laws 
Cut Accident Rates 


A REPORT ISSUED BY THE NORTH- 
WESTERN UNIVERSITY TRAFFIC OF- 
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ficers Training School at Evans- 
ton, Illinois, gives the information 
that in answer to a questionnaire 
sent to 106 cities throughout the 
United States, data was secured for 
a study of the ratio of convictions 
for traffic law violations involving 
cars in motion to the number of per- 
sonal injury accidents. 


An increase in law enforcement 
was noted, as well as a decrease in 
the average death rate. Heading 
the list was Detroit, with an in- 
crease in enforcement index from 
9.5 to 17.2 and a decrease of 14 per 
cent in death rates. Others with a 
comparatively good record were 
Phoenix, Arizona; Evanston, Illi- 
nois; Berkeley, Cal.; Wichita, Kan- 
sas, and Syracuse, N. Y. 

Fourteenth in the list was New 
York City, and Chicago stood nine- 
teenth. These two metropolitan 
areas had increases in enforcement 
from 1934 to 1935 and a decrease in 
automobile accident deaths amount- 
ing to about 25 per cent. 


What Colleges 
Think of Traffic Safety 


SCHOOL NEWSPAPERS AND CURRENT 
EVENTS CLUBS IN EIGHT EASTERN 
colleges recently took a poll on six 
traffic safety proposals. They were 
as follows: 

1. Strict drivers’ tests, including 
regular physical and mental exam- 
inations. 

On this the “Aye” vote stood: 
Yale, 86 per cent; University of 
Pennsylvania, 90 per cent ; Wellesley 
college, 91.6 per cent; Harvard, 
86.3 per cent; Dartmouth, 89.9 per 
cent; Mount Holyoke college, 88 per 
cent; Seth Low Junior college, 75 
per cent, and Russell Sage college, 
88 per cent. 


” 


2. Installation of “governors” to 
prevent speeds greater than 50 miles 
an hour. 

The vote favoring the above was: 
Yale, 11.1 per cent; Pennsylvania, 
18 per cent ; Wellesley, 19.5 per cent ; 
Harvard, 15 per cent; Dartmouth, 
17.3 per cent; Mount Holyoke, 68 
per cent ; Seth Low, 67 per cent, and 
Russell Sage, 36 per cent. 

3. More severe penalties for 
violations of traffic laws. 

The affirmative on No. 3 scored as 
follows: Yale, 40.7 per cent; Penn- 
sylvania, 50.5 per cent; Wellesley, 
65 per cent; Harvard, 43.4 per cent ; 
Dartmouth, 43.8 per cent; Mount 
Holyoke, 60 per cent; Seth Low, 68 
per cent, and Russell Sage, 68 per 
cent. 
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4. Special markings for cars 
whose drivers have been at fault in 
accidents, 

No. 4 polled “Yes” as follows: 
Yale, 34.7 per cent; Pennsylvania, 
57 per cent; Wellesley, 26.9 per 
cent; Harvard, 34.6 per cent; Dart- 
mouth, 50.4 per cent; Mount Holy- 
oke, 67 per cent; Seth Low, 64 per 
cent, and Russell Sage, 24 per cent. 


_ 5. Compulsory automobile liabil- 
ity insurance. 


The score approving No. 5 was: 
Yale, 88.2 per cent; Pennsylvania, 
92 per cent ; Wellesley, 20.3 per cent ; 
Harvard, 81.3 per cent; Dartmouth, 
91.9 per cent; Mount Holyoke, 88 
per cent ; Seth Low, 83 per cent, and 
Russell Sage, 93 per cent. 


6. Uniform traffic laws and reg- 
ulations for all states. 


Favoring No. 6 were these per- 
centages: Yale, 87 per cent; Penn- 
sylvania, 92 per cent; Wellesley, 
90.7 per cent; Harvard, 83.2 per 
cent; Dartmouth, 85 per cent; 
Mount Holyoke, 88; Seth Low, 88, 
and Russell Sage, 92. 


Surety Committee 
Visits London 


EARLY IN FEBRUARY, THE STEAMER 
“MAJESTIC” HAD ON ITS PASSENGER 
list a Committee of insurance men, 
including President Charles R. Mil- 
ler of the Fidelity and Deposit 
(chairman); Vice-president Hale 
Anderson of the Fidelity and Cas- 
ualty; Vice-president P. Hartley 
Marshall of the United States Fidel- 
ity and Guaranty, and Edward M. 
Biddle, Counsel of the Indemnity 
Insurdnce Company of North 
America. 

The purpose of the Committee, as 
commonly reported, was to give into 
the hands of officials of Lloyds a 
signed reinsurance agreement, by 
which approximately 25 American 
stock surety companies covenanted 
to cede to London an amount of re- 
insurance premiums equal to that 
given them on business written by 
Lloyds in this country in the bankers 
and brokers blanket bond contracts 
which, it is said, will be dropped at 
expiration by the English concern. 

The agreement which had pre- 
viously been signed by the London 
Underwriters marks the culmination 
of negotiations closed in 1934, when 
an armistice was agreed to by the 
London group, by which they were 
to decline to accept new proposals 
for bankers and brokers blanket 
bond coverage after January 1, 1935. 
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agents, usually located in the vicinity of 
the properties, who have thus lost con- 
siderable business, have protested in some 
instances, but this has proved futile. The 
right of any property owner to select his 
own insurance agent or broker is as un- 


questionable as the select a 


lawyer or physician. 


right to 


“Especially in fire insurance, the fiction 
persits among many local agents that they 
have some kind of a right to handle in- 
surance on property in their own vicinity, 
and that distant owners do them an in- 
justice when they select insurance brokers 
more readily accessible to themselves. 
Recognition by insurance companies of 
such so-called “territorial rights” of their 
agents is made in the payment to the latter 
of a small commission on insurance in 
their vicinity which the companes did not 
secure through them. This addition to 
the companies’ expenses is imposed by law 
in some states which require that policies 
covering property within their borders 
must be countersigned by commissioned 
local agents, and may not be counter- 
signed by salaried employees of the com- 
panies located in those States. In the 
long run, this practice adds to the cost 
of insurance.” 


New York City Fire Loss Low 


NEW YORK JOINS THE REST OF THE 
COUNTRY IN REPORTING A LOW FIRE 
loss for 1935, this figure being $8,- 
731,565, which is a decrease of $694,- 
950 compared to the 1934 loss. 

Reduced to a per capita basis, the 
was llc less than that of the 
previous year which amounted to 
$1.15 for each of the population of 
the eastern metropolis. 


loss 


However, there were 746 more 
fires than in 1934, the total having 
been 27,802. I‘lames attacked 7,673 
tenement houses and 9,109 various 
other types of buildings. There were 
120 deaths by fires during the past 
year—a decrease of 16 from the pre- 
vious year. 

Commissioner McElligott further 
gave the following summary : 

“There were 161 incendiary fires in 
1935, 40 less than the previous year, and 
there was also a decrease of 47 suspicious 


fires, which totaled 225 in 1935. Ninety- 
live persons were arrested for setting 
fires, a decrease of 26 under 1934, of 


which number 55 were convicted, 28 fewer 
than the previous year. 

“One of the most encouraging aspects 
of the 1935 activities was the marked de- 
crease of malicious false fire alarms, at- 
tributed largely to the intensive campaign 
which we initiated and the splendid co- 
operation we have received from the 
Police Department, city magistrates and 
the Board of Education. In 1935 malicious 
false fire alarms dropped to 11,274, 1,857 


fewer than in 1934, when there were 
13,131. 
“For sending in false fire alarms 338 


persons were arrested last year, against 
27 in 1934. Last year 269 persons were 
convicted, fined or sentenced to prison 
terms, compared with 198 in 1934. 

“The records show that this is the best 
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lire record in the history of New York 
City. The lowest per capita loss, which 
is a true gauge of fire losses, is partic- 
ularly gratifying. While it is true that 
good fortune has favored us, it is equally 
true that this splendid record can be at- 
tributed to the efficiency of the members 
of the fire department.” 


Business By Farmers’ Mutual 
Fire Insurance Companies 


THE AMOUNT OF FIRE INSURANCE 
ON FARM PROPERTY CARRIED BY 
farmers’ mutual insurance companies 
in the United States at the close of 
1933, the latest year for which 
figures are available, totaled $10,- 
487 803,637, according to the U. S. 
Bureau of Agricultural Economics. 
This represents a decrease of about 
half a billion from the 1932 total 
which was $10,974,082,182. 


The decrease probably was due 
not to a reduction in the number of 
properties insured but to a reduction 
in the amount of insurance carried 
on the properties as a result of de- 
creased farm values, says the bureau. 
There were 1,831 farmers’ mutuals 
doing business at the close of 1933. 
Approximately one-half of all the 
farm property in the country is in- 
sured by these mutuals. 

l‘ire losses paid by farmers’ mu- 
tual insurance companies in 1933 
amounted to $22,735,361 or 74.4 
per cent of the total expenditures, 
and operation expenses amounted to 
$7,808,748 or 25.6 per cent. Losses 
amounted to 21.3 cents per hundred 
dollars of insurance and expenses 
amounted to 7.3 cents. 


Total cost in 1933 of 28.6 cents 
per hundred dollars of insurance 
compares favorably with total costs 
of 32.0 cents per ,hundred in 1932. 
The reduction was due entirely to a 
reduction in losses. 


Relation Of Speed To 
Highway Death Record 


AUTOMOBILE ACCIDENTS SELDOM 
RESULT FROM MECHANICAL FAILURE, 
Manufacturers see to that. A mod- 


ern highway is well designed and 
danger spots on the older highways 
are well marked. [Engineers see to 
that. 

But who is responsible for most 
of the highway accidents? It’s the 
driver. He can reduce the number of 
accidents, which last year resulted 
in the death of 36,000 persons. 


These statements are emphasized 
by the 


Bureau of Public Roads in 





CASUALTY 
NEWS --- 


a new leatlet, “Drive Safely!” The 
author, William G. Eliot 3d, a high- 
way economist of the Bureau, has 
studied the records of highway ac- 
cidents of recent years. He says 
safe drivers live longest and _ let 
others live. 


The leaflet of only four pages is 
full of “stop signs.” It lists ques- 
tions for drivers to put to them- 
selves. It lists their responsibilities, 
and gives general and specific rules 
of the road. It has pictures that 
enable some motorists to see them- 
selves as a low-flying aviator might 
see them in their careless moments 
on the highway. 

(Questions put to the motorist by 
the leaflet are: Are you fitted for 
driving as shown by tests? Can you 
keep an even temper or do you be- 
come irritated? Do you get rattled? 
Are you able to control that occa- 
sional impulse to act recklessly ? Do 
you know what the law requires of 
you? 

Responsibilities listed: Both you 
and your car must be properly 
equipped and ready for the road. 
Inspect car regularly, especially 
brakes and steering gear. Discard 
worn tires. Keep lights properly ad- 
justed, so they won’t glare and blind 
other drivers. 

General rules of the road: Drive 
to the right when meeting vehicles 
or where approaching vehicles may 
be hidden from view. Drive to the 
left in passing vehicles from behind. 
Do not pass vehicles on crest of hill 
or on a curve—you may find your 
way blocked by an approaching 
vehicle. Do not reduce your speed 
or change directions suddenly with- 
out signaling. Keep a safe, clear 
stopping distance ahead of you. 

The most important single cause 
of accidents is too much speed in 
the wrong place. A car traveling 40 
miles an hour moves as fast as if it 


were falling from a _ four-story 
building. Going 30 miles an hour on 


the highway a car can be stopped in 
about 30 feet, but it takes 225 feet 
in which to stop it at 60 miles an 
hour. At a mile a minute a car 
moves 88 feet in a second, which 
means that it travels 50 feet before 
the driver can even push the brake 
pedal down. 
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- 1935 Auto Accidents 

1. There were 7% more deaths 
per accident in 1935 than in 1934. 
2. There were 864,000 persons in- 
jured in the 828,000 accidents re- 
ported; driving errors were respon- 
sible for two-thirds of the accidents. 
3. Exceeding speed limits caused 
23% of the accidents, but 31% of 
the deaths. 

4. Over 36,000 deaths, slightly 
more than in 1934. (a) 24,000 
deaths due to careless driving; (b) 
7,400 deaths due to driving on wrong 
side of road: (c) 3,500 deaths due to 
cars leaving highway; (d) 3,100 
deaths due to reckless driving; (e) 
9,000 deaths due to collision between 
cars; (f) 7,300 deaths due to “ex 
ceeding speed limits.” 

5. 250,000 pedestrians hit by cars 
in 1935. (a) 76,000 hit crossing 
street at intersections; (b) 66,000 
hit crossing street between intersec- 
tions: (c) 30,000 hit when darting 
into street from behind parked cars: 
(d) 14,000 hit walking along high 
ways. 

6. 16,000 pedestrian deaths. (a) 
1,000 hit when darting into street 
from behind parked cars; (b) 3,000 
hit when walking along highways: 
(c) 3,500 hit when crossing inter- 
sections against signals; (d) 1,800 
hit when crossing intersections with 
out signals; (e) 4,400 hit when 
crossing between intersections. 


Death of Joseph L. Fober 


MR. JOSEPIT L. FOBER, PRESIDENT 
OF THE IOWA MUTUAL TORNADO IN- 
surance Association, died on January 
25th. He was born on August 6th, 
1866 and had been connected with 
the Iowa company for many years. 


Mutual Veteran Anniversary 

THE WASHINGTON POST OF FEBRU- 
\RY Ist HAS THE FOLLOWING TO 
say about the fortieth anniversary of 
IL. Pierce Boteler’s connection with 
the Mutual Fire Insurance Company 
of the national capital : 

“Forty years ago today L. Pierce 
soteler was elected to a clerkship in the 
office of the Mutual Fire Insurance Co., 
a local institution, of which his father, 
|. Wesley Boteler, was then the secretary. 
\ few months later, upon the death of 
his father, who served as secretary of the 
‘ompany over 29 years, Mr. Boteler was 
elected as an assistant secretary and two 
vears later, succeeded Samuel C. Wilson 
is secretary. 


“When Mr. Boteler started with the 
Id ‘Mutual Fire’ as the company is 
termed by its policyholders, the office was 
located in a stove-heated room on _ the 
second floor of the old ‘Marble Building,’ 
at the southwest corner of Ninth street 
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and Pennsylvania avenue, now a part of 
the site of the Department of Justice 
Building. In 1903 the building was sold 
and the following year the directors pur- 
chased a site then considered an ‘uptown’ 
location and erected a new and the pres- 
ent home for the company at the north- 
west corner of Thirteenth and H streets 
northwest. 

“Under the guidance of Mr. Boteler, 
as its executive officer, the Mutual Fire 
has progressed steadily and is now in 
its eighty-second year of operation.” 


Standard Policy for Industrial 


Insurance in Penna. 

\ VOLUNTARY AGREEMENT TO 
STANDARDIZE INDUSTRIAL LIFE IN- 
surance policies so as to accord better 
protection to the policyholders, most- 
ly small wage earners, has been ar- 
rived at in Pennsylvania as the result 
of a conference of companies writ- 
ing that type of insurance, called by 
Insurance Commissioner Owen Bb. 
Hunt. The agreement, the first of 
its kind to be brought about in any 
state, was unanimously decided upon 
by the insurance officials, who repre- 
sented all the companies writing in 
dustrial insurance in this state. 

Under the policy form agreed 
upon, and which will now be ex- 
clusively used in Pennsylvania for 
this type of policy, the holder will 
be guaranteed a cash surrender value 
at the end of ten years. That is, if 
he is unable to pay or does not wish 
to do so any longer, the company 
will make a cash settlement for the 
value of the policy, and will be re 
quired to notify the policyholder just 
what is coming to him even though 
he himself takes no action. He will 
he entitled to a paid-up policy after 
he has made payments for three 
years, if he does not continue pay- 
ments thereafter, and the company 
will deliver this policy to him even 
though he takes no action to demand 
such delivery. 

The new policy will include a 
four-weeks grace period, so that if 
the premiums are not more than four 
weeks in arrears when a claim falls 
due, the policyholder will be entitled 
to his full rights. Each policy will 
contain a table showing the holder 
how much cash he can get by sur- 
rendering the policy at the end of ten 
years, eleven years, and so on. 

“This will end the evil complained 
of by many policyholders of paying 
in on their policies for a long period, 
then having them lapse, and losing 
everything they had paid” Commis- 
sioner Hunt stated. “Some of the 
companies already included some or 
all of these provisions in their 
policies, but it is gratifying that all 
have now agreed upon them.” 
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Twenty-eight leading life insur- 
ance companies were represented at 
the conference. 


Vox Pop Speaks on Safety 


“Your editorial’ in January’s issue of 
the Journal has brought to mind some 
of the heated discussions that have gone 
on in this office among our personnel”, 
says an anonymous subscriber from the 
City of Rochester, New York. “It seems 
that your editorial has touched on prac- 
tically all of the points brought up. 

“However, driving all day long as | 
am doing, I feel that most of our trouble 
is due to ‘stupid’ driving, but this is 
brought on because of lack of proper 
education and experience by the driver. 
Here, it is not uncommon for a_ person 
to buy a car and after two or three trips 
with an instructor to go up and obtain 
a license to drive a car. That, in my 
opinion, is absolutely wrong, because it 
is placing a ‘weapon of death’ in the hands 
of an incompetent operator and then hope 
that nothing happens. As I understanid 
it all our railroad companies with their 
engineers, our electric railway companies 
with their motormen, in fact any indi- 
vidual, who has as the obligation of his 
employment, the safety of the public 
now require that an individual be sub 
jected to a very strict examination before 
he is permitted to do his work. 

“Why are the drivers in the streets of 
our city any different than the engineers 
at the throttle of our locomotives? Why 
should they be any different than the 
motormen at the controls of our electric 
cars? 

“It is my opinion that Legislation to 
ward strict and impartial regulation of 
issuance of licenses to persons to drive 
would tend to curb a great deal of the 
trouble that we are experiencing today. 
Here is an example: 

“An acquaintance has been drivine a 
car for the last six years in the neighbor 
ing states and is absolutely blind in his 
left eve, and can hardly see the wave of 
vour hand with his right eye. He drives 
his car up and down the street and no 
one is any the wiser. 

“Here is another: 

“An elderly woman was left an ancient 
car by her deceased husband. She had 
never driven a car, but a clever salesman 
succeeded in having her trade in the old 
one in a deal for a new model, and with 
a few lessons she was able to obtain her 
license, but her ability to act promptly 
in an emergency was not there. It wasn’t 
long before she had succeeded, after two 
property damage accidents, in striking a 
passenger disembarking from an electric 
car, and severely injuring him. This 
woman should never have been permitted 
to drive a car. 

“Of course, all of this would work a 
hardship on the automobile industry. 
However, which do we prefer, a greater 
automobile industry or less injured and 
maimed on the highways? 

“T am of the opinion further that a 
driver of an automobile is a more 
dangerous individual, if incapable, than 
a pilot of an airplane. Just think how 


carefully the United States Government 
examine a pilot before his license is given 
him. Why should we then not be careful 
before giving an automobile operator a 
license ?” 
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The Termite Fire Hazard 


By C. M. STEGNER 


COMMISSIONER OF 


1 casual item published in the Journal a few 


has to say 


OSSIL termite remains in 
American rock show that these 
scavenger insects antedate man. 

While termites cannot be charged 
directly with incendiarism, their con 
tribution to building fire hazards is 
by no means imaginary. To the lay- 
man, termites are white ants and 
their damage to wood is frequently 
mistaken for dry rot or decay. To 
the building official termite damage 
is a most serious problem that has 
received but little consideration as a 
fire hazard. 


A recent illustration of a termite 
fire hazard that might have caused a 
$5,000,000 conflagration occurred in 
a Cincinnati distillery. Evidence of 
termite infestation was found in 
seven adjoining brick and timber un- 
sprinklered buildings used for whis- 
key warehouse purposes. The local 
branch of a nationally experienced 
termite exterminating company was 
employed under a guarantee con- 
tract. The exterminating process 
consisted in locating all termite nests 
or points of termite access to the 
earth, and then treating these loca- 
tions with a poisonous liquid. This 
liquid was applied from a compres- 
sor through a hose terminating in a 
'g-inch pipe and nozzle which was 
under a pressure of 150 lbs. per 
square inch. The pipe was inserted 
into tight fitting holes drilled in the 
wood at strategic points for the pur- 
pose of poisoning the termites in 
their nests. Masonry wall cracks 
and other surfaces were sprayed 
where suspected as possible points 
of termite access on their journeys 
to the earth for moisture. 


NE building had been treated 

and work on the second was 
nearly completed. All exploration 
and treatment operations were con- 
fined to the basements of the build- 
ings with the idea of preventing fu- 
ture contact of the termites with the 
earth and thereby depriving them of 
of the necessary moisture, which 
would soon result in their extermi 
nation. The basement in which the 
accident occurred was an unpaved 
and unused area about 60 x 80 ft. 
and 8 ft. high. A movable scaffold 
was dragged around over the ground 
to reach the ceiling timbers sup- 
porting the first floor. The only 
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months ago dealing with termites resulted in a number of 
inquiries Jor further information ahout these pests. 


Here is what the N.F.P.A. Quarterly 


on the subject 


basement wall openings were two 
small high windows on one side 
which severely restricted light and 
ventilation. Tllumination was sup- 
plied by an ordinary 200-watt electric 
lamp on an extension cord hung 
over a nail on the scaffold. 


In moving the scaffold the electric 
lamp fell to the ground and broke. 
The glowing lamp filament started a 
fame which ran over the saturated 
wood and instantly converted the en- 
tire basement into a blazing smoke 
filled furnace. The plight of the 
two termite exterminators was soon 
discovered by distillery employees, 
who came to their rescue after turn- 
ing in a fire alarm. Both of the vic- 
tims collapsed from inhaling the hot 
fumes and were sent to the hospital. 
The Cincinnati fire department re- 
sponded promptly and soon had the 
blaze under control. Failure to have 
done this might have resulted in a 
very serious distillery fire that would 
have boosted the Cincinnati fire loss 
above any past record. 

The employees of the exterminat- 
ing company could account for the 
fire only as the result of a broken 
lamp. They did not know the in- 
gredients of the exterminating fluid 
which had an Underwriters’ Lab- 
oratories classification with kerosene 
several years ago. The subsequent 
analysis of a sample furnished by 
their manager showed a mixture of 
85% kerosene or mineral spirits, 
12.5% orthodichlorobenzene — and 
2.5% residue. About 26 gallons of 
the liquid had been sprayed into and 
around the timber in 4 hours. The 
flash point of the mixture was 115° 
I*., open cup, and the temperature of 
the basement before the fire was 
about 70°. 


The exterminators stated that the 
blaze started from the incandescent 
filament when the lamp broke. There 
had been little or no ventilation in 
the basement during the spraying 
and partial evaporation of 26 gallons 
of the flammable fluid. Since the 
flash point of the liquid at 115° was 
45° higher than the atmospheric 
temperature, the ignition was not due 
to a flammable vapor from the exter- 
minating fluid. The flash point of a 
flammable liquid or the temperature 
at which it will give off combustible 
vapors is quite different from the 
ignition temperature of a sprayed 





combustible mixture. In a cold fur- 
nace the pilot light in an oil burner 
will ignite sprayed oil having a flash 
point of 400° to 500° F. Pulverized 
fuel with a flash point of 1000° F. 
is readily ignited when sprayed over 
a pilot light. It is therefore probable 
that the distillery flash resulted from 
a fine oil spray retained in the con- 
fined basement atmosphere. 


DILIGENT search of many 

municipal ordinances and of 
the National Board of Fire Under- 
writers regulations offers no regula- 
tion for the control of fire hazards 
in’ the prevalent uses of exter- 
minator fluids. A collection of 17 
samples from as many local operators 
shows all of them flammable, with 
flash points varying from 80° to 
200 F°. 

The Bureau of Entomology, U. S. 
Department of Agriculture, has done 
valuable and extensive work on ter- 
mite research, prevention and exter- 
mination. In connection with poison- 
ing fluids referred to in their pub- 
lications little stress was laid on the 
flammable constituents of ortho- 
dichlorobenzene, creosote and kero- 
sene which were prescribed as pre- 
cautions against future attack and 
not as primary means for exter- 
mination. 

The wood handbook of the Forest 
Products Laboratory, U. S. Depart- 
ment of Agriculture, recommends 
powder termite eradicators such as 
paris green, arsenical dust, or sodium 
fluosilicate for lumber damage that 
does not necessitate replacement. 
The recommended liquid preserva- 
tives for wood are (1) those of an 
oily nature and relatively insoluble 
in water, (2) salts soluble in water, 
(3) toxic constituents in volatile 
solvents other than water. 


Creosote is the most important 
and useful preservative of the first 
group. It is a tar oil from coal, 
petroleum or timber that increases 
the flammability of the treated wood 
while the volatile oil constituents are 
present. The odor of creosote may 
be objectionable in residence con- 
struction or commercial buildings 
used for food product occupancy. 
Another objection to creosoted lum- 
ber is its inability to take paint. 

The recommended salts soluble in 
water are zinc chloride, sodium 
fluoride, copper sulphite and mer- 
curic chloride. Zine chloride is the 
most generally used water solution 
at 3 to 5%. It is cheap, readily 
available, odorless and somewhat fire 
retardant. ’ The zine chloride treat- 
ment for wood does not interfere 

(Continued on Page 16) 
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The Mutual Savings Banks 
Supply Their Own Deposit Insurance 


By G. WRIGHT HOFFMAN 


PROFESSOR OF INSURANCE 
IN THE 
UNIVERSITY OF PENNSYLVANIA 


OLLOWING the banking col- 

lapse in March 1933, Congress 

enacted an emergency measure 
providing for Federal insurance of 
bank deposits.' All member commer- 
cial banks were included in the plan 
as well as such mutual savings banks 
as cared to enter. The latter were, 
however, somewhat reluctant to join. 
Most of those which did agree to 
enter later withdrew? so that at 
the present time only 63 mutual sav- 
ings banks having approximately 11 
per cent of all mutual savings de- 
posits belong to the Federal plan. 


There were several reasons why 
the other 89 per cent did not choose 
to join. Of primary importance was 
the fact that the need was not as 
urgent among savings as among 
commercial banks. The savings banks 
were of course affected by depositor 
withdrawals as well as by the decline 
in bond and mortgage values, but 
they had not failed as the commer- 
cial banks had and on the whole their 
record of management had been and 
continued to be far superior to com- 
mercial banks. The need being less 
urgent, doubtless pride of independ- 





See this Journal Nov. 1934, ‘“‘Federal Insurance 
of Bank Deposits.” In August 1935 this legislation 
was placed on a permanent basis. 

? 167 mutuals withdrew on June 30, 1934, 133 
being banks located in New York State. 


ent management played a part in 
keeping them out. It was aiso urged 
by some that the Federal law was 
designed mainly for commercial 
banks and placed the mutual savings 
banks at a disadvantage. Others ob 
jected on the ground that the act 
was not broad enough to permit the 
development of a well-rounded de- 
posit insurance program. 

Paralleling these negative devel- 
opments in the Federal plan were 
positive ones by the mutual savings 
banks to set up their own insurance 
program. In New York, application 
was made to the State for enabling 
legislation. This the State provided 
by adding Article 6-A as an amend- 
ment to its banking code. Massa- 
chusetts and Connecticut made simi- 
lar provision for the mutual savings 
banks of their states in which the 
State Banking Commissioner was au- 
thorized to permit the savings banks 
to set up and administer a fund to 
assure the liquidity of its members. 
In New Hampshire the savings 
banks were able to provide a fund 
without the need of additional legis- 
lation. Since the plan as carried out 
in New York State is considerably 
broader in scope than in the other 
three states its essential features will 
be summarized. 
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THE NEW YORK PLAN 


jc New York law provides 
that any 75 or more savings 
banks whose deposits aggregate not 
less than 50 per cent of the total 
deposit liabilities of all of the sav- 
ings banks in the state may enter into 
“an agreement . for the purpose 
of insuring deposits and/or other- 
wise protecting the interests of de 
positors.” As actually set up all but 
three of the savings banks of the 
state entered the plan. One hundred 
thirty-two mutual savings banks are 
now members having a total of $4,- 
687,000,000 in deposits. Thus ap- 
proximately 90 per cent of the 
deposits of the state are included. 


FUND 

NDER the terms of the agree 

ment, which follow closely the 
provisions of the law, a Mutual Sav 
ings Banks I'und has been set up out 
of assessments levied against the 
members. Each member at the outset 
agreed to be liable for a maximum 
of five assessments, each for one 
fifth of one per cent of its deposits. 
Four of these assessments were to 
be paid on demand of the Trustee 
for the Fund and the fifth only if 
two-thirds of the membership having 
not less than 75 per cent of the 
total deposits agreed to it. In addi- 
tion to these discretionary assess- 
ments the agreement also provides 
that each member bank shall pay an- 
nually on July 15 an assessment of 
one-tenth of its deposit liability. Thus 
the immediate capacity of the Fund 
is roughly $50 million and during the 
next ten years it may be expected 
to receive in annual payments in the 
neighborhood of another $50 million 
making a potential maximum at the 
end of this period of $100 million. 


These are the limits of liability of 
members, and they measure the ex- 
tent in the last analysis to which the 
banks as a group will come to the 
rescue of one or more of its members 
in distress. Actually these funds, 
amounting to between one and two 
per cent of the aggregate demand 
liabilities of all of the banks, do not 
appear very large and in any gen- 
eral upheaval in values they might 
prove inadequate. The fund, however, 
is not designed to meet extreme 
catastrophe hazards. Its purpose is 
to strengthen the weak spots among 
its membership when and as they ap- 
pear, to take an active hand in direct 
ing the affairs of such banks in time 
of need and, if actual failure does 
eventually take place, to meet such 
deficit in the depositors’ demands as 
cannot be provided immediately from 
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the assets of the insolvent bank. In 
acting in these capacities the Fund 
contributes materially toward the 
making of deposits generally safe in 
all savings banks. 

e® @ ®@ 
ADMINISTRATION 


N its actual operation the pro- 

gram undertaken in New York 
State is much broader than has just 
been indicated. In addition to their 
Insurance Fund, the mutual savings 
banks have created the Savings 
Banks Trust Company and the In- 
stitutional Securities Corporation to 
act as service and financial organiza- 
tions to them. Inasmuch as these two 
companies have (1) an actual capital 
structure in excess of $38 million, 
(2) an additional potential capital of 
$27 million which can be called from 
their members at any time, and (3) 
the privilege of discount with com- 


mercial banks and the R.F.C., it 
follows that they very greatly 


strengthen the Fund in meeting 
financial problems of the various 
members. In this light the Fund be- 
comes a reservoir of last resort, to 
be tapped only after other means 
have proven insufficient. 


The Savings Banks Trust Com- 
pany went into operation September 
6, 1933. It was formed at a time 
when the banking sea was_ badly 
frozen and had for its immediate ob- 
ject increasing the liquidity of its 
member banks. Toward this end it 
exchanged $26 million of its own 
debentures with member banks on a 
pro rata basis for prime mortgages 
and bonds. These latter 
could then pledge with commercial 
banks and with Federal agencies for 
cash. In addition an exchange of 
capital notes of $50 million for cash 
with the R.F.C. was arranged if 
needed. Finally the Ins.itutional Se- 
curities Corporation was formed 
with a paid-in capital of $5 million 
to buy mortgages of banks in need 
of immediate cash which mortgages 
in turn could be pledged for cash 
with the R.F.C. up to a maximum of 
$86 million. 


assets it 


But at the very time that these 
financial defenses were being built, 
particularly during 1934, the calls of 
depositors gradually subsided so that 
no real test of their financial strength 
occurred. At the same time many of 
the member banks came to learn that 
their trust company and their mort- 
gage company could serve them in 
other useful capacities with the re- 
sult that these two institutions are 
functioning today in quite different 
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capacities than those contemplated 
when they were formed. 


eee 
these two institutions 


ep IDAY 

serve their member banks in a 
variety of capacities. As an example 
it has been found that, with respect 
to a defaulted bond issue in which 
a number of member banks have in- 
vested, the Trust Company is in an 
excellent position to defend the in- 
terests of these banks. This the 
Trust Company has done in a num- 
ber of instances in collaboration with 
the usual protective committee. As 
a result of default and_ reor- 
ganization by a mortgagor, numerous 
problems arise requiring the closest 
cooperation by the mortgagees if 
their interests are to be properly 
protected. Supervision over the col- 
lection of interest, of rents and in 
matters of maintenance of properties 
is required. In this the Institutional 
Securities Corporation has taken an 
active part particularly in properties 
in default in New York City. To date 
they have undertaken the servicing 
of over $24 million worth of mort- 
gages in New York City for member 
banks most of which are located out- 
side of New York City. In a few 
instances it has been necessary to 
take over properties and recondition 
them for rent and eventual sale. 


In addition to these services the 
Savings Banks Trust Company has 
been called upon by a large fraction 
of its member banks to serve as a 
consultant in their investments. This 
service has extended far beyond the 
comparatively small circle of banks 
in real financial difficulties. It in- 
cludes careful audits of bond port- 
folios of strong banks as well as 
weak with recommendations of se- 
curities to be held, of securities of 
questionable merit to be gradually 
disposed of and of issues which 
should be sold at once to be replaced 
by others of greater merit. 


All of these collateral services 
point in the direction of preventive 
rather than indemnity insurance. By 
raising the quality of investments to 
a common high level through the 
gradual elimination of bonds and 
mortgages of questionable merit and 
their replacement with sound issues, 
there should result in time a savings 
bank system whose several members 
are all equally strong. This is of 
course an ideal toward which to 
strive. Individual banks, of course, 


might be poorly managed, purely 
local conditions can cause unforeseen 
financial difficulties, moral irregular- 
ities can and will occasionally occur. 
To meet these cases the Trust Com- 





pany, as trustee of the Mutual Sav- 
ings Banks Fund, will need to dip 
into the Fund to such extent as is 
found necessary to insure the mem- 
ber bank’s deposits and otherwise 
solve its difficulties. 


ee e@ 
POWERS UNDER THE FUND 


EFORE the Savings Banks 

Trust Company can employ 
the Fund to aid a bank in distress 
the law requires that permission be 
granted by the State Banking De- 
partment. The Trust Company can, 
of course, prior to this point serve 
the bank in many advisory capacities 
as just pointed out. Where more 
drastic measures are necessary and 
the Superintendent of Banking so 
certifies, the Trustee of the Fund 
may employ a variety of measures 
to meet the particular problem. The 
Trustee may bring about a merger of 
the bank with some other and 
stronger institution; it may reor- 
ganize the management’ of the bank ; 
it may advance funds to the bank 
secured by collateral of the bank at 
book values or nominal values far 
above current market figures, or it 
may buy such amount of the bank’s 
assets as seems desirable again at 
figures in excess of their market 
worth; in severe cases it may make 
outright contributions to the bank. 
It may liquidate the bank entirely, 
paying off the depositors and dispos- 
ing of the assets at such times and 
in such manner as appears prudent. 
It is clear from this statement of the 
powers granted the Trustee under 
the Fund that they are both broad 
and elastic, capable of meeting prac- 
tically any type of deficiency. This, 
of course, within the financial limits 
of the Fund. 


CONTRAST WITH THE F.D.I.C. 


HE general philosophy of the 

New York plan contrasts sharply 
with that of the Federal Deposit In- 
surance plan. The latter points 
mainly to insurance of depositors 
after trouble has developed. The 
former directs its efforts mainly to- 
ward prevention of trouble. Beyond 
this main point of emphasis there are 
several minor differences. 


The Federal plan provides insur- 
ance up to $5,000 for any one de- 
positor; the savings banks’ plan 
places no limit and therefore insures 
all deposits up to 100 per cent. 

Each organization insures deposi- 
tors within the limits of its financial 
capacity. In the case of the F.D.I.C. 
this limit is in substance the power 
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to borrow and to tax;* for the sav- 
ings banks of New York the outside 
limit is definitely fixed by the assess- 
ments agreed to by the banks. To 
push the possibilities to an extreme 
conclusion, it is conceivable, of 
course, that in a drastic test this fund 
could prove insufficient while the 
Federal Government continued to 
pay. This is one of the reasons why 
the New York plan so strongly em- 
phasizes the matter of prevention. 


ee @ 
DISCOUNT FACILITIES NEEDED 


T may in fact be questioned 

whether any private fund could 
be regarded as adequate to meet a 
severe and general withdrawal of 
savings deposits from banks. The 
point is of practical importance with 
reference to inflation. Were there 
a widespread attempt to convert cash 
into tangible goods there would prob- 
ably be a substantial shifting from 
savings deposits to demand deposits 
which in turn would require restric- 
tive measures on the part of savings 
banks. The same effect would be 
felt by life insurance companies. The 
problem raises the question of 
whether for these institutions some 
means of discounting sound assets 
with the Federal Reserve Banks 
should not be devised.‘ 


Under the new Banking Act of 
1935 the Federal Reserve Act is 
amended so that now member banks 
may borrow from their Federal Re- 
serve Bank upon any security accept- 
able to the Reserve Bank by paying 
a premium of one-half of one per 
cent over the legal discount rate. 
This greatly broadens the basis to 
member banks for converting sound 
though temporarily illiquid assets im- 
mediately into cash. If this is socially 
desirable for the $30 billion of de- 
mand and time deposits of commer- 
cial banks it is equally desirable for 
the $10 billion of savings deposits 
in our mutual savings banks. One 
might in fact build up a stronger 
case for the savings deposits on the 
basis of the extreme need of the 
millions whose entire estate is tied 
up in their small savings accounts. 
In any event the savings banks’ 
right and need is at least equal to 
that of commercial banks. This need 
can only be met in any widespread 
demand upon the banks by the Fed- 
eral Government since the Federal 
Government alone controls the right 


* The F.D.I.C. is of course a corporation and as 
such under the law has limited liability as well as 
a limited borrowing capacity. But being a Govern- 
ment sponsored organization it is quite unlikely that 
these limits would be rigidly maintained in any 
widespread demand on the part of depositors. 

*Cf. Owen B. Hunt, “Why Not a Federal Insur- 
ance Reserve System?’ in this Journal, Aug. 1935. 
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to issue money. No other institution 
can meet all its obligations in cash 
in any general and severe lowering 
of values. And, as we know from 
recent experience, it is unwise to 
make any widespread attempt to 
liquidate assets for this purpose. It 
would appear, therefore, that the 
deposit insurance plan as worked out 
for the savings banks in New York 
State will in the first place tend to 
prevent member banks from gradu- 
ally drifting into an imprudent posi- 
tion; secondly, it will come to the 
aid of any bank, or to a limited 
number of banks, which have for 
one or another unforeseen circum- 
stance reached the margin of ex- 
treme need in asset depreciation ; 
thirdly, it is capable of meeting the 
first impact of any general demand 
of depositors or impairment of val- 
ues. Beyond these limits the plan 
cannot be expected to extend and to 
be fully effective. Membership either 
directly or indirectly in the Federal 

Reserve System is needed with broad 

discount facilities. 

ee @ 

PLANS IN THE NEW ENGLAND STATES 
HE savings banks in Connecti- 
cut, Massachusetts, and New 

Hampshire have also set up Funds 
to meet the demands of depositors. 
In a general way they are designed 
to meet the same problems just out- 
lined for the banks of New York 
State though the scope of the plans 
is somewhat more limited. In Con- 
necticut a Central Fund has been set 
up by the savings banks to which 
about 95 per cent of the banks 
(measured by deposit liability) con- 
tribute. While this Central Fund 
does not propose to directly insure 
deposits, it may be used to make ad- 
vances to banks in financial difficul- 
ties. This has, of course, the indirect 
effect of giving added assurance to 
weak banks that they will be able 
to meet their deposit liabilities. As 
in New York State the main objec- 
tive sought is to prevent banks from 
getting into difficulties and only sec- 
ondarily that of meeting difficulties 
which have reached the insolvency 
stage. 

In Massachusetts all of the sav- 
ings banks belong to their Mutual 
Savings Central Fund which is both 
a liquidity fund for the member 
banks as well as an insurance fund 
for depositors. Each of the mem- 
ber banks is subject to a maximum 
assessment of 3 per cent of its de- 
posit liability. Approximately a 
dozen banks during 1932 and 1933 
borrowed from the Central Fund, 
all but two of which have repaid 
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their loans and these t.vo have ma- 
terially reduced theirs. The trend 
here as elsewhere is increasingly to- 
ward strengthening the member 
banks to the end that liquidity calls 
or deposit calls will be unnecessary. 

In New Hampshire action by the 
banks in forming a general fund and 
a loan fund to assure solvency of 
members was accomplished without 
the aid of enabling state legislation. 
In the early nineties, eight mutual 
savings banks established a guaranty 
fund for their joint protection. In 
1933 the program was enlarged un- 
der the direction of the New Hamp- 
shire Savings Banks Association to 
include all of the savings banks of 
the State. Through their Board of 
Directors assistance may be extended 
to member banks in difficulty, the 
various members holding themselves 
liable to assessment up to one per 
cent of their deposits. To date only 
six banks have required aid, four 
of which have been liquidated with 
full payment to depositors. In the 
case of the other two, mergers were 
effected under the Association’s 
guaranty. 








Wisconsin Mutual Insurance 
Alliance Holds Annual 
Meeting 


THE ANNUAL MEETING OF THE 
WISCONSIN MUTUAL INSURANCE AL- 
liance was held at the Hotel 
Schroeder, Milwaukee, Feb. 11. The 
president, W. H. Burhop, secretary 
of the Employers Mutual Liability 
Insurance Company of Wisconsin 
and the Employers Mutual Indemnity 
Corporation, presided. The following 
officers were elected: President, A. J. 
Rammer, secretary of the Wisconsin 
Association of Mutual Fire Insur- 
ance Companies and the Wilson 
Farm Mutual. Vice President, Henry 
Weihbrecht, secretary of the Badger 
Mutual Fire of Milwaukee; sec- 
treas., Theo. R. Schmidt, secretary 
of the Kewaskum Mutual Fire. 
Executive Committee, H. C. Ullrich, 
Secretary of the Farmers Equity 
Town Mutual Fire; A. C. Fuge, 
secretary of the West Bend Fire In- 
surance Company, and Joseph Beach, 
secretary of the Hardware Dealers 
Mutual Casualty of Stevens Point. A 
summary of the past year’s activities 
of the Alliance was given by J. E. 
Kennedy, executive secretary. 








Unpopular Punctuation 
“Give an example of period furniture.” 
“Well, I should say an electric chair, 
because it ends a sentence.”—Mce.rico City 
Two Republics. 
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Termites 
(Continued from Page 12) 
with the taking and retention of 
paint. Painting is necessary to re- 
tain a water soluble salt where wood 
is subject to moisture. The sodium 
fluoride, copper sulphate and mer- 
curic chloride solutions are more ex- 
pensive and therefore less frequently 

used. 

The principal volatile solvents 
other than water are petroleum oils 
that vary from the crude, through 


fuel oil, kerosene, mineral spirits 
and naphtha, with corresponding 


flash points varying from 500° to 
50° FF. The lower flash point sol- 
vents create a serious fire hazard 
when used in occupied buildings. 
This fire hazard may be reduced by 
the admixture of a non-flammable 
liquid such as carbon tetrachloride 
which, however, may _ evaporate 
either more or less rapidly than the 
petroleum oil and still leave some 
hazard. Most of the commercial 
liquid insecticides are highly flam- 
mable but few, if any, are more ef- 
fective than creosote or zinc chloride. 
e® @ ®@ 

AILURE to discover and repair 

the damage from termite in- 
festations increases fire and safety 
hazards because the honeycombed re- 
mains of solid timbers have been re- 
duced to little more than hollow 
shells. This assists an experienced 
termite hunter in testing suspected 
lumber with a sharp instrument that 
can be forced through the surface 
because termites live and work under 
cover. Solid timber ignites slowly 
in comparison with honeycombed or 
shredded wood. Fire stopping in 
wood frame buildings of wood block- 
ing to prevent a flue action between 
timbers becomes valueless after ter- 
mites get into it. The termites will 
also eat insulation from electric wir- 
ing, thereby permitting short circuits. 
They have hk 2n known to go through 
books and records from cover to 
cover even in fire-resistive buildings. 
All that is necessary is a small wall, 
window, pipe, or other opening for 
ingress to a few workers or a pair 
from a roving swarm. Fire hose is 
also a choice morsel, in fact, they 
will devour anything containing cel- 
lulose, which is quite common in 
buildings and their contents. 

Fire prevention, building and in- 
surance inspectors should learn the 
difference between termite infesta- 
tions and dry rot. Building codes 
and insurance regulations should 
have mandatory provisions for ter- 
mite prevention and extermination. 
Fluids used by exterminators should 
not be permitted to create a serious 
fire and life hazard through large 
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quantities of sprayed flammable 
liquids that may be accidentally 
touched off by a spark or open flame. 

Municipal regulations for exter- 
mination should license all operators. 
Permits should be required to show 
the time of treatment and location 
of every exterminating job. Methods 
and materials should be prescribed 
for safe and effective work. Orders 
should be enforceable to prevent ad- 
ditional infestation from existing 
colonies or swarms. This will re- 
quire new educational matter for our 
fire prevention campaigns. 

Note: The N.F.P.A. Model Fumiga- 
tion Ordinance contains certain provisions 
which may be applied to the control of 
this hazard, and the Committee on Fu- 
migation Hazards is now studying termite 
control methods with a view to issuing a 
report on this subject—Ed. 








Palmer Investigates Right - 
Insurance Companies To 


Defend 


THE RIGHT OF LIABILITY COM- 
PANIES TO AGREE TO DEFEND THEIR 
policyholders was considered at a 
hearing held by Director of Insur- 
ance Palmer of Illinois on February 
7th. Director Palmer raised the 
question because of the decision of 
the Illinois Supreme Court in the 
Chicago Motor Club case, in which 
the court held that the Motor Club 
in agreeing to defend its members 
and to furnish them with legal serv- 
ices, was a corporation practicing 
law and was, therefore, in violation 
of the statutes of the State and the 
rules of the Court. 

In opening the discussion E. C. 
Mitchell, General Counsel of the 
Continental Casualty Company, 
pointed out that the insurance com- 
panies have a direct interest in the 
outcome of litigation and that, be- 
cause of that interest, they have a 
right to defend their policyholders. 
The Motor Club case he declared 
was decided on the theory that there 
was no interest on the part of the 
corporation in the outcome of the 
suit, since it merely furnished legal 
services, while an insurance com- 
pany defending a policyholder who 
is being sued because of an accident 
which falls within the terms of its 
contract, is acting in its own in- 
terests. Mr. Mitchell also pointed 
out that the Illinois Statute on Cor- 
porations specifically exempts insur- 
ance companies from the prohibition 
against the practice of law by such 
bodies, while the rules of the Chicago 
Bar Association also exempt insur- 
ance carriers. 

A. V. Gruhn, speaking for the 
mutual casualty companies, pointed 









out that the practical effect of deny- 
ing to insurance companies the right 
to defend could only be a substan- 
tial rise in losses, which would have 
to be followed by a rise in rates. 
This in turn would inevitably lead 
to selection against the companies 
and the dropping of insurance by 
many careful drivers, making it dif- 
ficult for injured parties to indem- 
nify themselves after they had been 
hurt. 


Other speakers pointed out that 
the right of title guarantee com- 
panies to carry on legal action under 
their contracts has been upheld in 
both New York and Illinois and in 
cases decided in both Missouri and 
Ohio the right of insurance com- 
panies to participate in suits where 
their interests were directly involved 
was established. 

Speaking on behalf of the Illinois 
Chamber of Commerce, Mr. Ellis 
stated that the business men were 
directly concerned in the question 
and felt that it would be a mistake 
to deny to the insurance companies 
the right to defend their policy- 
holders, since this would place an ad- 
ditional burden upon the shoulders of 
those business men who were in- 
volved in litigations which could 
otherwise be transferred to the 
shoulders of the insurance carriers. 


At the conclusion of the hearing 
Director Palmer stated that he 
would take the matter under advise- 
ment and that a ruling would be an- 
nounced in due time. 





Waste Nor Want Not.—“Did ye hear 
about Sandy McCulloch findin’ a box of 
corn plasters?” 

“No, did he?” 

“Yes—so he went and bought a pair of 
tight shoes.”—Sydney Bulletin. 

e® @ @ 

Low Brince.—Patient—‘My wife tells 
me I talk in my sleep, doctor. What 
should I do?” 

Doctor—“Nothing that you shouldn’t.” 
—Tit-Bits. 

e® @ °e@ 


UNNATURAL ARITHMETIC.—“If you had 
eight pennies and lost three, how many 
would you have left?” 

Little Cohen thought for a minute. 

“But for vy,” was his puzzled reply, 
“should I lose three pennies ?”—Wash- 
ington Labor. 

ee @ 

TAKING No CHANcES.—Quiggle—“Do 
you ever pause and reflect on the oppor- 
tunities you have missed?” 

Wiggle—“No. It would be just my luck 
to miss some more while I was reflecting.” 
—Portland Morning ‘Oregonian. 


eee 

Wuat!—Boss (to office-boy, who is 

half an hour late)—“You should have 
been in here at eight o'clock.” 

Office- Boy—“‘Why, what happened ?”— 

Pearson's Weekly (London). 
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THE MUTUAL STANDARD AUTOMOBILE POLICIES 


ASSISTANT 


HE basic mutual standard auto- 
mobile policy is the property 
coverage contract. The struc- 
ture of this contract was designed 
to facilitate integration with the na- 
tional standard automobile’ liability 
provisions to form a_ satisfactory 
combination or all-cover policy. The 
structure was also designed to per- 
mit the substitution of a compre- 
hensive coverage for the specific 
property coverages. By such substi- 
tution, either in the basic policy or 
in a combination or all-cover policy, 
the coverage becomes comprehensive 
insurance. Amendment of the ex- 
clusions is the only important change 
necessary to effect this substitution. 
In all of the mutual standard 
policies the structure and the com- 
parable provisions are identical. 
Therefore, it will be necessary to 
examine in detail only the basic pol- 
icy. What is here said of the basic 
policy applies likewise to the other 
policies. In considering the other 
policies it will be necessary, there- 
tore, to mention only the points of 
difference. 

In the space which can be allotted 
to a discussion of the basic policy, 
it is impossible to analyze each pro- 
vision with the thoroughness which 
is desirable. Neither will it be pos- 
sible to compare each provision in 
detail with other standard property 
policies to show all of the changes 
in coverage and in statement. To 


By ELMER W. SAWYER 


GENERAL COUNSEL, LIBERTY MUTUAL INSURANCE 


PART II. 
The Basic Policy 


conserve space, the reader will be 
frequently referred to the nationai 
standard liability provisions. Ref- 
erence herein to “standard” cover- 


‘age is a reference to the standard 


property policy which, prior to the 
adoption by the mutual companies of 
the policies under discussion, was 
used by nearly all companies, and 
which is still used by most stock 
companies. The Texas standard 
policies, which are readily available, 
may be referred to for comparison 
because they incorporate the major 
portion of such standard provisions 
To differentiate between “standard” 
coverage as above explained and the 
coverage afforded by the policies un- 
der discussion, the words “mutual 
standard” coverage will be used. 
Comparison is made not for the pur- 
pose of criticizing the standard pol- 
icy but to illustrate some of the 
changes in coverage and in state- 
ment which have been made in the 
basic mutual standard policy. 

As promulgated for use by the 
companies, the mutual standard pol- 
icies appear in pamphlet form. Each 
policy is preceded by a set of General 
Instructions and a set of Reference 
Notes. The General Instructions are 
similar for cach policy and explain 
the permissible options in sequence 
and arrangement to preserve policy- 


COMPANY 


writing practices which companies 
have found to be satisfactory. The 
Reference Notes differ with respect 
to each policy. Each note is num 
bered and explains a permissible op- 
tion. An option is indicated in the 
policy by the number which desig- 
nates the applicable Reference Note. 
ee @ 
The Declarations 

HE declarations, which are 

herewith reproduced,* may be 
printed either as a part of the policy 
or Onsa separate sheet for attachment 
to the policy. The arrangement and 
sequence of items is optional. The 
declarations set forth in items i and 
2 the minimum requirements. Every 
company must «se these items, al- 
though the sequence and arrange- 
ment thereof is optional. For ex- 
ample: A company may arrange the 
coverages and the description of the 
automobile to permit the entry of 
more than one automobile in the 
declarations. 

Items 3 to 6 inclusive are op- 
tional (indicated by reference to 
Note 3). These items are inserted 
as illustrative of items which a com- 
pany may wish to use. Reference 
Note 3 states that items other than 
those appearing may be _ inserted. 
Each company is permitted, so long 
as it does not require less than the 





*See page 27 for reproduction of Declarations, 
and also for reproduction of Insuring Agree- 
ments, the latter being referred to on page 18 
of this article. 
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items as it 


minimum, to use such 
deems necessary to develop under- 
writing information. 


Item 1 is identical with item 1 of 
the standard liability policy with two 
exceptions: (1) The words “Town 
or Post Office” are used in lieu of 
“Town”. This is because the name 
of the insured’s post office is not al- 
ways the name of the town of the 
insured’s residence. (2) in the hi 
abilit’’ policy what here appears as 
the first statement of the insured is 
made a part of item 1. Under the 
permissible flexibility of sequence 
this statement may be included in 
item 1 of the mutual standard policy. 

Item 2, which defines the policy 
period, is identical with the corre 
sponding provision of the liability 
policy except that the word “in 
sured” is used in lieu of ‘named 
insured.” The entry of dates only 
is sufficient when the insurance is to 
begin and terminate at 12:01 A. MM. 
If the insurance is to be effective at 
the time of issuance of the policy, the 
hour of inception should be stated. 


The insurance then becomes effec 
tive at the hour stated and ter 
minates at 12:01 A. M. This pre 


vents insurance of a loss which has 
already occurred: Example: March 
1, 1936, 10:30 A. M. to March 1, 
1937. 

Item 3, except the provision in 
brackets, is identical with item 3 of 
the liability policy as far as the state 
ment of coverages. The provision 
in brackets is optional. A company 
may prefer to use the word “none” 
or to omit the provision in brackets. 
The insurance is limited to coverages 
for which a premium charge is made. 
Entry for a coverage not purchased 
is necessary only as a_ precaution 
against omission by error. 

The coverages which appear in this 
item must correspond with the cover 
ages printed in the policy. A company 
may print in its policy as few or as 
many specific coverages as _ it 
chooses. It may add to those which 
here appear, Glass Damage, Com- 
prehensive, Property Damage Li- 
ability, or other coverages which it 
is chartered to write. 


Hie declarations are divided to 

permit the segregation of those 
items which are statements or rep- 
resentations of the insured from 
items which are merely descriptive 
or definitive of the insurance. This 
segregation is optional. When such 
segregation is made companies fre 
quently prefer to treat the place of 
garaging and use as a statement or 
representation of the insured. 
The occupation of the insured is 
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generally regarded by underwriters 
as indicative of probable exposure 
to property losses. l’or that reason 
the provision with respect to occu- 
pation has been made a part of the 
minimum requirements. 

Some underwriters 


believe the 


‘ purposes of use are as important 


with respect to the desirability of 
property risks as of liability risks. 
Other underwriters do not consider 
such information necessary. There 
fore, item 3 is optional. 

Item 4 requires a statement of 
encumbrances and a statement with 
respect to partial payments. That 
part of the item relating to encum 
brances is generally regarded as es- 
sential in determining the moral 
hazard. Insurance upon property in 
which the insured has a substantial 
equity is preferable to insurance of 
property in which the insured has 
little proprietary interest. 

Item 5 requires a statement of 
ownership. This statement should 
be confined to the title, and should 


not include lien or mortgage in- 
terests. If the insured is not the 
sole owner the underwriter should 


know the facts. 

Item 6 requires information with 
respect to insurance canceled during 
the past year. The word “insurer” 
includes all types of carriers. The 
word “insurance” embraces policies, 
binders, renewal certificates and 
any other form of insurance contract. 
ldditional Items 

Other items may be added to sup 
plement those appearing in the dec- 
larations or may be substituted for 
items 3 to 6 inclusive, or any of 
them. It should be noted that the 
declarations contain no provision for 
a loss payable undertaking. An item 
may be added for this purpose, or 
an endorsement miay be used. 

Date and Place of Issue 

It is frequently desirable to know 
definitely the date and place of is 
sue of the policy, particularly when 
the policy is written by an agent. 
The date of issue is also important 
when the effective date of the policy 
is not the same. 

Name of Insured 

The name and address of the in 
sured should be stated accurately. 
The address should be sufficiently 
explicit to make certain that mail 
will be delivered. Abbreviations, ex- 
cept such as are a part of the name 
of the insured, should be avoided. If 
more than one person is named in 
item 1, the names should be joined 
by “and” and followed by “as in- 
terests may appear.” The use of 
“and/or” has been carefully avoided 
in the policies. Its use should be 
avoided in the declarations. It is 





generally preferable not to name 
mortgagees in item 1. The persons 
named in item 1 should be limited to 
those who hold the title. Mortgagees 
should be named in a loss payable 
clause. This prevents many of the 
bothersome questions which fre 
quently arise when the mortgagee is 
named as an insured. 

The following loss payable en 
dorsement is suggested : 

It is agreed that such insurance as is 
afforded by the policy for loss of or dam- 
age to the automobile shall be payable, in 
the event of loss, to the named insured and 
DD Srnnvedancd Chcc hee sacks Rhee eMseR ee eeas 

Name Address 


as interests may appear. 
eee 


The Introductory Clause 

He introductory clause, here 

with reproduced with a state 
ment of the insuring agreements, is 
identical with the comparable clause 
of the liability policy for use by one 
company. The introductory state- 
ment is intended to make unmis- 
takably clear that the policy is a 
unit, and that each provision must 
be interpreted in the light of all other 
provisions of the policy. The ad 


vantage of this statement at the 
beginning of the contract is_ that 


repetition of the statement in other 
provisions of the policy is made un- 
necessary. The result is a simpli 
fication of statement which would 
not otherwise be possible. 


Insuring Agreements 

HI insuring agreements ap 

pearing in the policy embrace 
(1) a statement of the specific cover 
ages and (2) a definition of the pol 
icy period, territory and purposes of 
use. However, it is permissible to 
include in the insuring agreements 
the automatic coverage agreement of 
the liability policy. This agreement 
appears in Section IV of the Combi- 
nation Policy. 

In the following discussion of 
coverages the reader is referred to 
the statement of coverages herewith 
reproduced, and to any standard 
policy. 

Coverage A—Fire, Lightning and 

Transportation 

Standard, The language of the 
standard policy is “to pay for any 
direct loss or damage to the auto- 
mobile and its operating equipment 
while attached thereto, including 
radios (excepting radio tubes).” 
Coverage is limited to operating 
equipment and is in force only while 
such equipment is attached to the 
automobile. Radio equipment, ex 
cept tubes, is somewhat illogically 
included in operating equipment. 
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The loss or damage insured is “di- 
rect” loss or damage. 

Mutual Standard. The word 
“automobile” wherever used in the 
mutual standard policy means the 
automobile “and its equipment” (see 
Condition 10). The coverage is not 
confined to operating equipment and 
neither is it confined to equipment 
attached to the automobile. Such 
equipment as is customarily used 
with the automobile, and which is 
not excluded in the policy, is covered 
whether or not it is attached to the 
automobile. Instead of the confus- 
ing and ambiguous limitation to 
“direct” loss or damage, the policy 
covers “loss consisting of damage.” 


Coverage B—Theft, Robbery, Pilferage 
and Conversion (Broad Form) 
Standard. Standard coverage 
does not insure loss by wrongful 
conversion. Neither does it insure 
loss caused by an attempt at theft, 
robbery or pilferage. The coverage 
is limited to “direct loss” and to op- 
erating equipment attached to the 
automobile. In the standard cover 
age several exclusions appear. 
Mutual Standard. The mutual 
standard coverage includes insur- 
ance against loss or damage due to 
wrongful conversion. This is a 
form of protection which .is often 
as important to the insured as loss 
caused by theft. Such wrongful con 
version as is not contemplated by 
the coverage is excluded. The mu- 
tual standard coverage also insures 
against loss caused by attempt at 
theft, robbery, pilferage or wrong- 
ful conversion. None of the exclu- 
sions applicable to this coverage ap- 
pear in the coverage statement. All 
exclusions have been segregated un- 
der the caption “Exclusions” for the 
convenience of the insured. Because 
of the definition of “automobile,” 
referred to under Coverage A, the 
coverage includes insurance against 
loss of equipment whether or not 
attached to the automobile. The 
coverage is not limited to “direct” 


loss. 


Coverage C—Theft, Robbery, Pilferage 
and Conversion (Deductible Form) 

Standard. The comments with re 
spect to Coverage B are applicable 
to Coverage C. In addition, the 
standard coverage (as it appears in 
the Texas policy ) sets forth at length 
a method of computing the amount 
in excess of which the insurance is 
to apply. 

Mutual Standard. Except for the 
provisions relating to the amount to 
be deducted from each loss when 
determined, this coverage is identical 
with Coverage B. The amount de 
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ductible, as agreed upon, appears in 
the declarations, 

Coverage D—Collision or Upset 

Standard. Standard coverage con- 
tains the limitations to ‘direct’ loss 
and to operating equipment while 
attached to the automobile. 
contains certain exclusions. 

Mutual Standard. Mutual standard 
coverages include “loss consisting of 
damage” and applies to equipment 
whether or not attached to the au- 
tomobile. [Exclusions applicable to 
this coverage appear with the other 
exclusions. 


Coverage E—Convertible Collision 

or Upset 

Standard. The limitations men- 
tioned under Coverage D also apply 
to Convertible Collision or Upset. 
The same is true of exclusions. This 
coverage contains a further limita- 
tion not included in the collision or 
upset coverage. 

Mutual Standard. xcept for the 
provisions necessary to create con 
vertible coverage this coverage is 
identical with that afforded for col- 
lision or upset. 

Coverage F—Tornado, Cyclone, Wind- 


storm, Hail, Earthquake, Explosion 
and Water Damage 


Standard. Coverage is limited to 
“direct” loss or damage and to op- 
erating equipment while attached to 
the automobile. The coverage also 
contains certain exclusions. 

A\/utual Standard. Coverage is of 
“loss consisting of damage.” Equip- 
ment, whether or not attached to the 
automobile, is included. Exclusions 
have been segregated to the exclu 
sions section of the policy. 

Combined Supplementary 

Coverages 

Standard. Insurance is limited to 
“direct loss or damage” and to op- 
erating equipment attached to the au- 
tomobile. Exclusions applicable to 
the various hazards are included in 
the insuring clause. 


Mutual Standard. The insurance 
with respect to each of the hazards 
applies to equipment whether or not 
attached to the automobile. The in 
surance is against “loss consisting of 
damage.” All exclusions have been 
segregated to the exclusions section 
of the policy. 


Coverage G 





By a simplified method of state- 
ment the entire coverage has been 
reduced to a direct, positive and suc- 
cinct statement of the company’s un 
dertaking. 

Glass Damage 

\lthough glass damage does not 

appear in the basic policy, its inclu- 


It also | 
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sion is permissible. The coverage 
has been standardized for the mutual 
policies, and for that reason is here 
mentioned. 

Standard, Coverage is confined to 
breakage of glass. It does not cover 
cost of installation. If loss or damage 
to the glass is covered by other in- 
surance, this coverage applies only to 
the amount which may be deductible 
under such other insurance. The ex- 
clusion of outside lighting apparatus 
and outside mirrors is also made in 
the insuring clause, 

Mutual Standard, Insurance is 
against “loss consisting of accidental 
damage to or breakage.” It is not 
necessary that the glass be broken. 
Cost of installation of the glass is 
included. Ixclusions have been seg- 
regated to the exclusion section of 
the policy. 

eee 
Policy Period, Territory, 
Purposes of Use 

Section II of the policy, herewith 
reproduced, defines the policy period, 
the territory in which the insurance 
is applicable, and the limitation of 
the insurance to the time during 
which the insured automobile is 
“owned, maintained and used for the 
purposes stated as applicable thereto 
in the declarations.” This section is 
identical with the national standard 
provision and incorporates the lan- 
guage of that provision relating to ac- 
cidents. Because many fire insurance 
companies are permitted to write 
property damage liability insurance, 
this language has been retained in 
the mutual standard policy. Although 
such language is not needed for the 
property coverages, it does no harm. 
It is most important if a company 
wishes to write property damage 
liability coverage under the basic 
policy. 

eee 


Summary 

In the foregoing resumé of the 
declarations and insuring agreements 
of the basic policy only the major 
changes in the policy have been men- 
tioned. A full appreciation of the 
simplification of statement can be 
had only by a comparison of the 
language adopted with that of the 
standard policy. 

(To be continued ) 
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Illinois Agents 
Licensing Law 


FOLLOWING IS A SUMMARY OF THE 
RECENTLY PASSED ILLINOIS AGENTS 
Licensing and Qualification Law: 


This act provides for the licensing of 
insurance agents, brokers, solicitors and 
company service representatives whether 
the same be a person, partnership, associa- 
tion or corporation. The act does not 
apply to agents, representatives or em- 
ployees of district, county and township 
mutual insurance companies, or fraternal 
beneficiary societies; employees engaged 
solely in office duties for any company, 
agent or broker; employees of companies 
or of organizations employed by com- 
panies engaged in the inspecting, rating or 
classifying of risks or in the supervision 
of agents, and who do not write or solicit 
insurance; and officers of companies or of 
association of companies engaged in cus- 
tomary executive duties. 


A company shall pay only duly licensed 
agents or representatives, or duly licensed 
brokers; an agent shall pay only his duly 
licensed solicitors, a duly licensed broker 
or a duly licensed agent acting under his 
direct supervision; a broker shall pay only 
to his duly licensed solicitors or to a duly 
licensed broker. 


Hearings concerning violations of the 
act shall be before the Director who may 
suspend licenses for a period not exceed- 
ing six months. Application for an agent’s 
or a broker’s license shall be filed with 
the Director, in writing and in form pre- 
scribed by him. The requirements for a 
license include information regarding the 
experience of the applicant and concern- 
ing his knowledge of the insurance laws 
of Lllinois and of the provisions of the 
contract which he proposes to sell; a 
statement that the applicant, it a natural 
person, is a residen of this Stae, and if a 
parnership, association or corporation that 
it is organized under the laws of Illinois 
and will appoint only residents to act for 
it; and that the applicant if a broker will 
place contracts only through a duly 
licensed resident agent of an authorized 
company. 

Citizens of Illinois may receive a re- 
vocable agent’s license to procure insur- 
ance from unauthorized companies where 
an affidavit discloses that the agent is 
unable to procure the desired insurance 
from authorized companies. The agent 
must furnish a $2,200 bond to guarantee 
the payment of a two per cent gross pre- 
mium tax upon such policies. 


An applicant who has not been licensed 
as an agent or broker for one year or 
more prior to the date of application shall 
be required by the Director to submit 
to a written examination covering all of 
the kinds of insurance the applicant seeks 
to write. Examinations are conducted un- 
der rules and regulations prescribed by 
the Department, shall be held not less than 
four times every year, and may be con- 
ducted wholly, or in part, in writing. 


Licenses expire on March Ist annually 
unless a renewal application is filed be- 
fore such date. 

The coampany shall pay for each in- 
dividual agent and for each person desig- 
nated to act for a partnership, association 
or corporation applicant a $1.00 fee if a 
domestic company, and a $2.00 fee if a 
foreign or alien company, provided that 
if all requirements other than the ex- 
amination have been complied with, the 
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Director may issue a 90-day temporary 
license pending such examination. 

Non-resident brokers pay a $10.00 fee, 
and resident brokers pay a $5.00 fee, ex- 
cept that such fee shall be $10.00 in coun- 
ties over 500,000 population. 

Solicitors must be natural persons and 
residents o fthe State and a bone fide full 
time employee of a licensed agent or 
broker, who must pay a $2.00 fee for each 
solicitor. 

The company shall pay a $2.00 fee for 
resident company service representatives 
and a $10.00 fee for non-resident rep- 
resentatives, whether they are compensated 
on a commission or salary basis. The 
company must certify that such represen” 
tatives are competent and qualified to act 
for it in the soliciation, inspection or serv- 
icing of risks n the state and any licensed 
company  representatve may _ represent 
other authorized companies without fur- 
ther qualification or payment of fees. 
Representatives shall not  countersign 
policies or bonds on risks in this State, 
but resident employees, whether on a com- 
mission or salary basis, may procure an 
agent’s license under this act. 

Licenses may be refused or revoked on 
various grounds including willful violation 
of insurance laws; intentional material 
misstatement in the application for a 
license; fraud or misrepresentation in 
seeking to get a license; dishonest prac- 
tices; conversion of funds held in a 
fiduciary capacity; incompetency; material 
risrepresentation of conditions in the poli- 
cies; failure to pass the examination; 
and for not actively engaging in {the 
busisness of selling insurance. The find- 
ings of the Director may be reviewed by 
specified courts. 

No bank or trust company located in 
cities, towns, or villages exceeding 5,000 
population shall be licensed to act as an 
agent or broker. 

All agents and brokers must be actively 
engaged in the insurance business as de- 
fined in the act. 

3rokers must place all insurance with 
duly licensed resident agents of author- 
ized companies and all policies of insur- 
ance or bonds covering Illinois risks must 
be countersigned by a duly licensed resi- 
dent agent. 

T his act repeals the present agents’ 
qualification law passed in 1931, but 
licenses issued under the former act shall 
containue for the period for which they 
were issued. 

This act shall not 4ffect the power of 
cities and villages to tax, license and reg- 
ulate insurance brokers, and the require- 
ments hereof shall be in addition to the 
requirements of any existing or future 
ordinance of any city or village so taxing, 
licensing or regulating insurance brokers. 


More Courts Uphold Right 
Of Mutuals To Insure 


Public Property 


THE SUPREME COURT OF ARKANSAS, 
IN THE CASE OF CLIFTON V. SCHOOL 
District No. 14 of Russellville, decided 
on Feburary 3, 1936, has held that 
mutual insurance on public property 
is not in violation of a provision in 
the State Constitution forbidding the 
loaning of public credit and that the 
taking out of such insurance does 
not make the school district a stock- 
holder in the mutual company. In 


upholding the right of the school dis- 
trict to insure in a mutual company, 
the court referred to the following 
cases as sustaining the validity of the 
policy involved: 

Fuller v. Lockhart, et al, 182 S. E. 783. 

Downing -v. School District of City of 
Erie, 147 Atl. 239. 

French v. Mayor etc. of Millville, 49 
Atl. 465. 

In the Clifton case the court said 
in part: 


Specific statutory authority for insur- 
ing public property in mutual insurance 
companies was conferred on any public 
or private corporation, board, or associa- 
tion, by Section 8 of Act 652 of the Acts 
of 1919, which section is Section 6026 of 
Crawford & Moses’ Digest and is as 
follows: 


“Any public or private corporation, 
board or association in this State or else- 
where may make applications, enter into 
agreements for and hold policies in any 
such mutual insurance company. Any 
officer, stockholder, trustee, or legal rep- 
resentative of any such _ corporation, 
board, association or estate may be recog- 
nized as acting for or on its behalf for 
the purpose of such membership, but shall 
not be personally liable upon such con- 
tract of insurance by reason of acting in 
such representative capacity. The right 
of any corporation organized under the 
laws of this State to participate as a mem- 
ber of any such mutual insurance com- 
pany is hereby declared to be incidental 
to the purpose for which such corpora- 
tion is organized and as much granted as 
the rights and powers expressly con- 
ferred.” 

Appellant contends that this section only 
attempts to authorize the purchase of in- 
surance in domestic mutual corporations 
and confers no authority to purchase in- 
surance in foreign mutual insurance com- 
panies, but this contention is without 
force when read in connection with Sec- 
tion 16 of said Act, incorporated as sec- 
tion 6066 of Crawford & Moses’ Digest, 
which is as follows: 

“Requirements as to Admission. Any 
mutual insurance company organized out- 
side of this State, and authorized to trans- 
act the business of insurance on the 
mutual plan in any State, district or ter- 
ritory, shall be admitted and licensed to 
transact the kinds of insurance authorized 
by its charter or articles to the extent 
and with the powers and privileges speci- 
fied in this act, and when it shall be 
solvent under this act, and shall have 
complied with the following require- 
ments.” 

* * * 


It was decided by this court in the case 
of Federal Union Surety Company v. 
Flemister, 95 Ark. 389, 130 S.W. 574, 
(quoting syllabus) that: 


“The liability of a foreign fire insur- 
ance company upon a policy issued upon 
property in this State is governed, not by 
the charter powers and by-laws of such 
company nor by the laws of the State 
under which it was organized to do bus- 
iness, but by the terms of the policy and 
the laws of this State.” 


The Arkansas case follows on the 
heels of a decision of the North 
Carolina court in the case of Fuller 
v. Lockhart, decided in the Fall of 

(Continued on Page 27) 
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Remolding Insurance To Suit The Times 


By RALPH H. BLANCHARD 
PROFESSOR OF INSURANCE 
SCHOOL OF BUSINESS 
om P COLUMBIA UNIVERSITY 
Courtesy New York Journal of Commerce 


HE American insurance struc- 

ture has, in all its departments, 

developed in response to de- 
tailed needs as they have manifested 
themselves from the time of the 
simple operations of individual un- 
derwriters to that of the complex 
business of the present intricate or- 
ganizations. But there has been no 
attempt, and perhaps no disposition, 
to examine the structure as a whole 
and to remold it to suit the times. 


Contracts have been amended by 
the addition of varying clauses; in- 
dividual contracts have been revised ; 
laws have been passed, and special 
regulations adopted, to permit a new 
form of coverage, or to correct a 
particular abuse; rates and rating 
systems have been tinkered with; 
new systems of rating have been de- 
vised for certain coverages; inter- 
company organizations with limited 
jurisdictions have been formed; 
codes of practice have been formu- 
lated, adopted, and violated ; compe- 
tition, profits, and solvency have 
presented difficult problems to ex- 
ecutives. 

Through it all, insurance has per- 
formed an amazingly fine service for 
business organizations and for indi- 
viduals. It has made possible the 
efficient concentration of resources 
in ventures which, without it, would 


be too risky for the investor. It has 
supported a credit structure which 
has facilitated the development of 
mercantile and industrial enterprise. 
And it has relieved many a person 
of worry and disastrous loss. 


UT the inquiry is always per- 

tinent: Has it done all that it 
should ? Could it render greater serv- 
ice? Could it be organized more ef- 
ficiently? What defects in the sys- 
tem are apparent even to the friendly 
critic, and what improvements are 
practicable ? 


The present writer knows full well 
that one can not raze a structure 
which is primarily financial and 
human, which is national and even 
international in scope, and rebuild 
it from the foundation. He would 
not welcome an insurance dictator’s 
toga. But he believes that the entire 
insurance structure might well be 
examined with an eye to remodeling, 
and in some cases replacing with re- 
designed modern facilities. 

Insurance has a single all-pervad- 
ing justification, the elimination of 
risk. The more nearly completely 
it attains that objective, the more 
efficiently it works toward it, the 
greater its service. But it often seems 
that in the immediate urgency of 


February, 1936—21 


detailed practical problems, this great 
principle is forgotten. It is the trite 
situation of the forest and the trees. 
Nearly, possibly every, organization 
that is formed to improve the situa- 
tion finds itself concerned with a 
multitude of insistent questions, and 
its capable executives are given no 
opportunity to think, or to act, 
broadly. 

Insurance is a practical device, a 
financial tool, to meet problems of 
risk. Its methods and machinery are 
no more sacred than the springs or 
braking system of an automobile. 
When new times and discoveries de- 
mand revision, there should be no 
feeling that loyalty to a traditional 
way of doing things stands in the 
way. Suppose we had developed rev- 
erence for the old hand-cranking 
method of starting gasoline engines 
—had in some way bound it up with 
patriotism by calling it the American 
system of starting? Too often or- 
ganization activities are devoted, not 
to discovering what may be good in 
the new, nor to seeking improved 
methods, but to damning the new 
and preserving the old. That way 
lies destruction. 


ITH full realization of the 

practical difficulties, and of the 
necessity for careful consideration 
and practical planning, the writer 
offers the following suggestions for 
fundamental revisions in the present 
methods of writing and regulating 
insurance. They are not especially 
new, they may not be completely at- 
tainable, but he believes that they 
are indicative of the sort of broad 
problems which the insurance world 
should have in mind, if it is to keep 
in step with developments elsewhere, 
and continue to occupy its high place 
in the organization of society. 


The first suggestion is for the de- 
velopment of truly comprehensive 
insurance contracts, for insurance 
against loss as such, rather than 
against loss due to specified causes. 
Such insurance is available in vary- 
ing measure on movable property 
under marine, inland marine, and au- 
tomobile contracts. But, so far as 
the writer knows, there are no con- 
tracts of this type for the owner or 
operator of fixed property. Even on 
movable property it is believed that 
there is no case where it is possible 
to cover all insurable hazards under 
one contract or with one carrier. 
Usually it is necessary not only to 
insure against each potential cause 
of loss separately but to group cer- 
tain causes in the contract of each 
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of two or more carriers. In certain 
lines, notably fire, one must often 
insure against the same cause of 
loss under contracts with numerous 
carriers. 

The result is that the insured, with 
varying degrees of help from car- 
riers and middlemen, must analyze 
his own risk and determine in detail 
what insurance to purchase. If, 
among the multifold possible causes 
of loss, one item is overlooked, he, 
and not the insurance carrier, will 
bear any resultant loss. 

ee @ 

ND now to set up a Utopian 

ideal, by definition one which 
may not be attained, but which may 
serve as an objective, as a limit like 
those in mathematics which are ap- 
proached but never reached. It is 
suggested that, under an ideal or- 
ganization of insurance, the insured 
should be able to place his risk prob- 
lem in toto before the insurer, which 
would write a contract guaranteeing 
him against loss from every insurable 
hazard. Uninsurable hazards would 
appear as exceptions in the contract. 
If the insured chose to omit insur- 
ance of certain hazards, they also 
would be named. He would thus be 
notified of the precise coverage which 
he had purchased, and not as now 
have to wonder whether something 
had been overlooked. 

further, the responsibility for 
analyzing the hazard of loss would 
be put on the insurance carrier or 
its representative, where it belongs. 
lailure to consider a hazard would 
penalize the insurer, the specialist in 
risk-bearing, and not the insured. 
True, this plan would call for a 
break with tradition, and might make 
work for persons who would prefer 
to take life easy, hut ‘t would be a 
logical development in insurance 
service. 

What could be done in this direc- 
tion as an immediate practical mat- 
ter? Fire and marine companies 
might issue policies covering fixed 
property against all hazards recog- 


nized by the state laws. The new 
supplemental (6-point or 7-point) 
contracts approach this coverage, 


but they still are a collection of sepa- 
rate agreements. 

It would involve only a slight 
change in the insurance laws to per- 
mit such companies to insure fixed 
property against all forms of loss and 
damage to the property itself. This 
change and the issuance of the con- 
tracts it would permit are to be 
recommended. 

ee @ 
B‘ this change would be only 
a small contribution to the 
solution of the problem. The writer 
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believes that the state should author- 
ize carriers to write all sorts of in- 
surance, other than life, which are 
not contrary to public policy. The 
laws, instead of specifying each in- 
dividual type of insurance permitted, 
should be all-inclusive. The insured, 
who is willing to pay the price, should 
be able to buy from one company or 
group of companies a contract cov- 
ering his insurable hazards in toto. 
The insured who prefers to buy 
limited coverage should be able to 
secure a contract based on the all- 
inclusive coverage but specifying the 
coverages omitted or the limita- 
tions on coverages included. 

Among thoughtful insurance buy- 
ers the principle is accepted that one 
should insure against losses which, 
if they should occur, might cause 
financial embarrassment to the in- 
sured. Yet most insurance contracts 
cover losses of all sizes from the 
smallest to the largest. Usually the 
aggregate of small losses makes up 
a larger amount than the aggregate 
of large losses, and is consequently 
responsible for a large proportion of 
the premium charge. Further, the 
expense of adjustment of small 
losses is frequently disproportionate 
to their size. 

Insureds of all classes would be 
more adequately protected if they 
could purchase deductible insurance, 
paying small losses themselves and 
relieving insurers of the loss and 
expense occasioned by them. Large 
discounts in rates could be made 
which could be applied to the pur- 
chase of coverage of crippling losses. 
The deductible principle is not prac- 
tical, possibly, in certain lines, such as 
liability insurance ; but it is thorough- 
ly practicable and advisable in other 
lines, notably disability and those 
having to do with damage to the 
insured’s own property. 

ee ® 

N a brief article one cannot ex- 

amine thoroughly the entire in- 
surance business, nor could one 
observer hope to cover all the princi 
ples, difficulties, and basic facts 
necessary to a consideration of a 
broad program of development. 
What has been written is intended 
only as suggestive. 

Perhaps one might be led to the 
conclusion that the insurance busi- 
ness needs some sort of research 
organization to observe continuously 
its whole fabric, to set up hypotheti- 
cal solutions of problems, and to sub- 
ject them to trained scrutiny. Such 
an organization should be relieved of 
all strain of supplying ammunition 
for competitive activity or of achiev- 
ing results within specified time lim- 











its. Its methods and spirit should be 
those of the scientific laboratory. The 
electrical and the motor industry 
have brought immensely practical re- 
sults from seemingly impractical in- 
vestigations. And they have not 
waited to be forced to solve prob- 
lems. They have hunted out the 
problems and presented the solutions 
to a grateful public in advance of an 
irritated demand. Perhaps insurance 
has something to learn from them. 








Mutual Insurance Record 


For 1935 


PREMIUM INCOME OF THE MUTUAL 
FIRE INSURANCE COMPANIES, WHICH 
comprise the membership of the 
Federation of Mutual Fire Insur- 
ance Companies, increased 11.7 per 
cent in 1935 as compared with 1934, 
according to a compilation made by 
the American Mutual Alliance. As- 
sets showed an increase of 13.7 per 
cent and surplus 10.3 per cent. These 
percentages are based upon figures 
filed with the Alliance by a number 
of representative companies. 


The ratio of losses and loss ad- 
justing expense to premiums _ in- 
creased to 31.8 per cent for 1935 
compared with 29.0 per cent for 
1934. The increase is due to the 
comparatively high losses expe- 
rienced during November and De- 
cember 1935, Frank Bishop, pres- 
ident of the Pawtucket Mutual and 
president of the lederation, said. 
Membership in the Federation is 
composed of seventy-five of the mu- 
tuals which operate on the advance 
premium deposit basis. 

The figures for the twenty-five 
companies upon which the foregoing 
percentages were based showed pre- 
miums for 1935 of $35,301,109 as 
against 1934 premiums of $31,503,- 
528, an increase of $3,797,581. 
Assets increased to $71,553,167 as of 
December 31, 1935, from $63,953,- 
875 as of December 31, 1934, a gain 
of $7,599,292 while the total sur- 
pluses increased to $38,262,854 at 
the close of 1935 from $35,083,810 
at the end of 1934, gain of $3,179,- 
044. 


The Journal of American Insurance 
will bring you authoritative articles on 
a variety of subjects every month... 
news, educational topics and general 
comment. Subscription $2.50 per year, 
230 No. 


Chicago, Ill. 
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HAT constitutes competition in certain circles of the insurance world 


would be amazing to the general public if these processes of getting bus- 


iness were more widely known. To show up the reasons back of a recent 


instance we print below a few comments and suggestions growing out of an 


item of news which may look innocent enough to the by-stander, but so far as 
the average man is concerned, is loaded against him. 


F. 1. A. MAKES ILLUMINATING RULING 


HE Factory Insurance Asso- 
ciation, a group of some 74 


stock insurance companies or- 
ganized for the purpose of coordi- 
nating the cutting of rates where 
necessary to meet the lower cost of 
mutual insurance, lately amended its 
constitution and by-laws at the an- 
nual meeting at the Waldorf-Astoria 
Hotel in New York City. Heretofore, 
the classes given especial attention 
have consisted mostly of sprinklered 
manufacturing risks and wholesale 
warehouses. The new proposal is to 
greatly widen the scope of business 
taken, so that ultimately, when any 
desirable risk shows a disposition to 
go into the hands of competition, a 
rate may be made which will be a 
factor in saving it for the stocks. 

It is odd that very few of those 
outside of the insurance fraternity 
know of the activities of the F. I. A. 
But it would seem certain that news 
of this now expanded enterprise will 
sooner or later filter down so as to 
become common knowledge among 
insureds, who will not fail to call in 
the mutuals in order to force the 
stocks to quote the very lowest rates. 


i any event, the objective of the 
F. I. A. is now much more out in 
the open than before, and the play 
which the new project has had in 
the insurance press and the insur- 
ance departments of the metropol- 
itan dailies, has led to some very in- 
teresting speculation on the trend of 
competitive activities which may be 
observed in 1936. Already there are 
objections from certain agents who 
wonder how the scheme is going to 
affect their commission arrange- 
ments, and those who have the na- 
tional picture in mind see danger in 
the tendency that the new rule may 
have to destroy the rating structure 
in many states. It is this latter angle 








which may lead to much new legisla- 
tion designed to bring rates generally 
more under control of the state de- 
partments. 

Stock companies outside of the 
F. I. A. organization have also begun 
to show resistance. Particularly, the 
Western Sprinklered Risk Associa- 
tion is looking closely into the mat- 
ter, since the new F. I. A. idea may 
contemplate that it be applied to 
companies not affiliated with the Fac- 
tory Insurance Association, even 
though they may be members of the 
Western group. 


So far none of the opposition of 
stock agents has been in the direc- 
tion of protesting that the rule would 
be unfair to a vast number of pol- 
icyholders who, in the nature of 
things, would have no opportunity to 
know that their rates might be re- 
duced if they called for competitive 
figures. Up to date the row has been 
only about losing a slice of commis- 
sions. Therefore, in behalf of the 
public, there is printed below a list 
of the member companies of the 
F. I. A. as reported in Bests. 


MEMBERS OF FACTORY INSURANCE 
ASSOCIATION 


Aetna, Hartford, Conn. 
Agricultural, Watertown, N. Y. 
Alliance, Philadelphia, Pa. 
American Alliance, New York 
American Central, St. Louis, Mo. 
American Eagle, New York 
American, Newark, N. J. 
American Union, New York 

Atlas Assurance, London, England 
Automobile, Hartford, Conn. 
Boston, Boston, Mass. 
Caledonian, Edinburgh, Scotland 
Central, Baltimore, Md. 
Century, Ltd., Edinburgh, Scotland 
commerce, Glens Falls, N. Y. 
Commerci:! Union, London 
Connecticut, Hartford, Conn. 
Continental, New York 

East & West Ins. Co., New Haven, Conn. 
Empire State, Watertown, N. Y. 
Employers Fire, Boston, Mass. 
Federal Union, New York 

Fidelity & Guaranty Co., Md. 
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Fidelity-Phenix, New York 

Fire Association, Philadelphia 
Fireman’s Fund, San Francisco, Cal. 
Franklin, Philadelphia 

Glens Falls, Glens Falls, N. Y. 

Great American, New York 
Hanover, New York 

Hartford, Hartford, Conn. 

Home, F. & M., Calif. 

Home, New York 

Insurance Co. of No. America 
Liverpool & London & Globe, England 
London Assurance, London, England 
London & Lancashire, England 
Mechanics & Traders, Hartford, Conn. 
Mercantile of America, New York 
Merchants, Providence, R. I. 
Mercury, St. Paul, Minn. 

Michigan F. & M., Detroit 
National Fire, Hartford, Conn. 
National Union, Pittsburgh 

New Hampshire, Manchester, N. H. 
New York Underwriters, N. Y. 

North British & Mercantile, England 
Northern Assurance, England 
Norwich Union, England 

Occidental Ins. Co., San Francisco, Cal. 
Old Colony, Boston, Mass. 

Orient, Hartford, Conn. 

Palatine, England 

Pennsylvania Fire, Philadelphia 
Philadelphia F. & M., Philadelphia 
Phoenix, Hartford, Conn. 

Phoenix, London, England 
Providence-Washington, R. I. 
Queen of America, New York 
Rhode Island, Providence 
Rochester American, N. Y. 

Royal Exchange, London 

Roval, Liverpool, England 

St. Paul F. & M. 

Scottish Union & National, Edinburgh 
Security, New Haven, Conn. 
Springfield F. & M., Mass. 
Standard, Hartford, Conn. 

Star of America, New York 

Sun, London, England 

Travelers, Hartford, Conn. 

U. S. Fire, N. Y. 

Westchester, N. Y. 

World F. & M., Hartford, Conn. 


T may be explained that the pro- 

cedure to secure rate reduction 
would be as follows: Took at all in- 
surance policies and if any of them 
are issued by the companies in the 
above list, it would be well to call 
in a representative of a mutual, or 
other type of company outside of 
the F. I. A.. and inquire about rates 
and service. Meanwhile, drop a hint 
to the company now on the risk that 
competitors are being given a chance 
at the business. Shortly the rate- 
cutting machinery of the F. I. A. 
will begin to grind, and the result 
mav be that rates will be reduced to 
within hailing distance of the mutual 
cost of the protection desired. 


Of course, it may occur to the in- 
sured that the mutual cost having 
been at the right level in the first 
place, it is a poor advertisement for 
the F. I. A. to call attention to the 
fact that the policyholder’s interest 
had been disregarded until the bus- 
iness threatened to go elsewhere. 
But it would only be a modern work- 
ing out of the old adage, “Those 
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who live by the sword die by the 
sword.” 


Lest the reader may think that the 


advice given 
travagant, we 
text of the F. 
ferred to: 


here is slightly ex- 
are printing below the 
I. A. amendment re- 


“Article II1—Object—Section 1: The 
wording to be amended so that it will read 
as follows: 


“This association shall direct its efforts 
toward meeting and combating competi- 
tion from non-stock or other non-associa- 
tion companies. It shall not scek insuranc« 
upon property now written by association 
companies, nor in any way interfere with 
the business of the agents of association 
companies, nor with the rules and regula- 
tions of other insurance organizations 
whose membership is composed, wholly 
or in part, of members of this association.” 
(Editorial Comment. Note that under this 
rule the policyholder can get no relief if 
his rate is too high, if his company is a 
member of the F. I. A.) 


“By-laws, Section III — Acceptable 


Risks: The wording to be amended so 
that it will read as follows: 
“This association may write any ac- 


eptable risk where: 

“(a) The insurance is carried by non- 
stock or other non-association companies, 
or 

“(b) There is no insurance and the risk 
is subject to competition from non-stock 
or other non-association companies, or 

“(c) The insurance is carried by asso- 
ciation companies and there is competition 
from non-stock or other non-association 
companies, providing a request in writing 
is made by the companies, agents or 
brokers having control of the entire in- 
surance.” 

“The association also adupted the fol- 
lowing resolution dealing with commis- 
sions to local agents: 

“The executive committee unanimously 
recommends the early adoption of a plan 
contemplating that hereafter local agency 
recognition shall he given on all brokered 
business of the association by allocating 
to local agents the difference in commis 
sion between brokerage (not exceeding 10 
per cent) and the association’s maximum 
commission (15 per cent) under whatever 
arrangement the executive committee shall 
deem advisable. 

“Note.—It is already the practice of the 
Association to allow local agents the max- 
imum commission of 15 per cent on bus- 
iness placed by them with the association 
on risks located in the local agent’s respec- 
tive agency territory.” 


At the annual meeting all officers 
were re-elected. They are: Pres- 
ident, F. C. White, Vice President. 
Hartford Fire: vice presidents, F. J. 
Sloan, vice president Aetna, and J. 
K. Hooker, vice president, Auto- 
mobile; secretary, J. H. Vreeland, 
manager, Scottish Union & National. 
and treasurer, Gilbert Kingan, pres- 
ident, Orient. 


Companies, instead of individuals 
as heretofore, were elected to the 
executive committee, which now is 
composed as follows: Continental, 
Great American, Home, Insurance 
Co. of North America, National Fire 
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of Hartford, North British & Mer- 


cantile, Phoenix of Hartford, 
Springfield Fire & Marine and 


Travelers Fire 








Defend Plan To Revive Part 
Of Illinois Code 


A LAST MINUTE ATTEMPT TO PASS 
THOSE SECTIONS THE ILLINOIS 
Code which have to do with the or- 
ganization requirements and the un- 
derwriting powers of all insurance 
companies other than life will prob 
ably be made at the present special 
session of the Illinois |-egislature. 
This decision was the outgrowth of 
a hearing held by Director Palmer of 
the Department of Insurance in 
Chicago on February 7th, at which 
it was pointed out that the present 
statutes do not give the insurance 
companies sufficiently broad powers 
to write comprehensive policies. .\l- 
though the hearing was called _pri- 
marily to consider the Bankers’ 
Blanket and Brokers’ Blanket Bonds 
issuec by the casualty and surety 
companies, it was brought out that 
other types of comprehensive policies 
are also in violation of the Illinois 
Statutes and could not be allowed if 
the law were literally enforced. 


OF 


The representatives of the insur- 
ance companies present, while — ad- 
mitting that the present situation is 
an unfortunate one, were a little 
surprised at the scope of the plan 
proposed by Director Palmer to 
remedy the situation. A controver 
sial issue was brought into the pic- 
ture when representatives of [on- 
don Lloyds asked that the section of 
the Illinois Code dealing with that 
type of organization be included in 
the new bill. Director Palmer stated 
that he had no sobjection to this 
course, since he felt that the section 
in question did a good job of pro- 
viding reasonable regulations for 
Lloyds insurance carriers. Possible 
opposition to this section made itself 
apparent among the stock company 
executives and stock company agents 
present at the hearing. The ques- 
tion of the inclusion of the Lloyds 
section was left open. 


In commenting on the present sit 
uation in Illinois, A. V. Gruhn, rep 
resenting the American Mutual Al- 
liance, pointed out that the stock 
surety companies are, at present, 
doing an unauthorized business in 
Illinois and that if the Hobbs bill 
had passed at the last session of 
Congress they would be subject to 
heavy fines and imprisonment since 
they used the United States mail for 
such business. Mr. Gruhn stated 








that the mutual carriers would be 
willing to cooperate in any effort to 
broaden the powers of insurance 
companies through adequate legisla- 
tion. 

ee ®@ 


Safety Education Bill In N. Y. 


AS REFLECTING THE GENERALLY 
\W‘KENED INTEREST IN THE SUB- 
ject of safety the following bill has 
been introduced in the New York 
legislature : 

AN ACT 
To amend the education law, in relation 
to instruction in public safety and 
accident prevention in the schools 


The People of the State of New York, 
represented in Senate and Assembly, do 
enact as follows: 


Section 1. Chapter twenty-one of the 
laws of nineteen hundred nine, entitled 
“An act relating to education, constituting 
chapter sixteen of the consolidated laws,” 
as amended by chapter one hundred and 
forty of the laws of nineteen hundred ten, 
is hereby amended by adding a new arti- 
cle, to be article twenty-eight-b, to read 
as follows: 


ARTICLE 28-B 
SAFETY EDUCATION 


Section 740. Safety education course. 


Section 741. Instruction. 
Section 742. Graduation requirement. 
Section 743. Rules. 


§ 740. Safety education course. The 
commissioner of education is hereby di- 
rected to provide and prescribe a course 
of instruction in public safety and accident 
prevention for use in the schools of the 
state. 

§ 741. Instruction. Instruction must be 
given in every public school in the state 
in the subjects of public safety and acci- 
dent prevention primarily devoted to 
avoidance of the hazards incident to the 
use of streets and highways. A manual 
devoted to such subjects shall be com- 
piled and printed for distribution to 
teachers in such schools. 

§ 742. Graduation requirement. In the 
state normal schools and state teachers’ 
colleges the completion of a course in 
public safety and accident prevention shall 
he a requirement for graduation. 

§ 743. Rules. The commissioner of 
education shall adopt and enforce rules 
necessary properly to secure instruction in 
the subjects prescribed in this article. 

§ 2. This act shall take effect immedi 
ately. 








ORDER IN THE courT!—A burglar’s wife 
was being vigorously cross-examined by 
the county attorney. 

“Madam, you are the wife of this pris- 
oner ?” 

“Ves ” 

“You knew he was a burglar when you 
married him?” 

“Ves ” 

“May I ask how you came to marry such 
an individual ?” 

“You may,” snapped the witness. “You 
see, I was getting old and had to choose 
between a burglar and a lawyer.”—Aero 
Vue. 
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Said in Articles and Speeches 


THINGS WORTH MORE THAN A PASSING GLANCE 
AS INDICATING TRENDS OF CURRENT THOUGHT 


ELOW are a number of para- 
B graphs quoted from various re- 

cent speeches and articles. 
Where the subjects considered are 
controversial this Journal disclaims 
any expression of opinion, but these 
items are recommended to readers as 
indicating trends of thought. 


e® @ ® 
Louis H. Pink 


SUPERINTENDENT OF INSURANCE 
OF NEW YORK 

“Before the crisis few companies failed 
and a waste action now and then had 
little effect upon the business world. The 
failure of so many companies in 1931, 
1932 and 1933 and particularly the col- 
lapse of the greater part of the title and 
mortgage companies made it necessary 
for the Superintendent to sue literally 
hundreds of the leading citizens of the 
community. Bank presidents, judges, 
presidents of chambers of commerce, im- 
portant state and federal officials, finan- 
ciers and men of wealth and high social 
standing are typical defendants. It is 
sometimes said that our waste actions 
have created a new social register. 

“These actions have a salutary effect. 
They have brought home forcibly to the 
mind of every director of every large 
financial institution the fact that it is the 
duty of a director to direct. Many of 
these men are guilty only of being di- 
rectors. Many are not responsible for 
positive acts of waste or personal profit. 
But they lent their names. Henceforth 
no man of standing can afford to merely 
lend his name to any company dealing 
with public money. He must know what 
is going on, take part in the administra- 
tion and accept responsibility for his 
acts.” 


Hon. William L. Ransom 
PRESIDENT AMERICAN BANKERS’ ASSN. 
(In January A.B.A. Journal) 


“We have to face the fact that we do 
not practice law here under typical 
American conditions, and that the average 
New York lawyer does not occupy any- 
thing like the usual relationship to his 
community. 

“The more typical American lawyer as 
I have observed him, is very much a part 
of the life and the work of his com- 
munity. He owns his home and usually 
a little land, may walk to his office, knows 
by first name the people he meets along 
the street, knows the men with whom he 
practices law, has a feeling of independ- 
ence in spite of moderate fees and slow 
collections, and is called in to sit at the 
council table of every community project. 
He has time to read a little, play a little, 
and think a good deal. He takes part in 
the public affairs and politics of his town, 
sits in its school board, is active in its 
churches and lodges, is identified with its 
banks and industries, knows its people, 
and is all the while called upon for 
judgment as to its problems and for 
leadership in its public opinion, cultural 
life and community activities. His rela- 


tionship to all these things is individual 
and personal, and he becomes the greatest 
individualist in America. He does not 
surrender his opinions to clients or 
political parties or Bar Associations; he 
thinks and speaks and acts and votes as 
he individually sees fit; and is generally 
a most useful and respected citizen, who 
has and deserves the confidence of his 
community as well as of his profession; 
and lately he has shown, in not a few 
States, a willingness to deal with the 
problems and duties of his profession as 
a whole. I do not for one moment sug- 
gest that, in any part of this country 
during the past few years, the life and 
work of the lawyers as a class have been 
any ‘bed of roses’ or that the highest ideals 
of the profession have anywhere been 
completely realized; but I do suggest that 
we would not need to worry about the 
future of the legal profession in the 
United States, if it were left to the 
smaller cities and towns of this country 
and were not dictated by the conditions of 
life and practice in the few largest cities. 

“But what about the legal profession 
in the largest cities? What shall be the 
outlet for the ideals, the energies, the 
talents for public service, possessed by 
lawyers who do not have the character- 
istic American opportunities for  indi- 
vidual relationship to their communities ? 
How shall we give these lawyers, the 
younger lawyers from the time of their 
admission to the Bar, an opportunity to 
associate and work with other lawyers, 
to gain some sense of membership in a 
great profession, and to do something 
for distressed mankind in the respects 
which come within the province of the 
law and the administration of justice? 
Obviously the answer must chiefly be 
group action, not individual, because in 
the largest cities only the voice of groups 
is heard in behalf of constructive meas- 
ures. For my own part, I conclude that 
the answer must be found along the lines 
of the better organization, the much larger 
membership, and the more effective action, 
of the organized Bar—the Bar Associa- 
tions, local, State and National. The fu- 
ture of the legal profession in the largest 
cities depends, in my judgment, on the 
leadership of the Bar Associations in en- 
listing the support of the lawyers gen- 
erally, particularly the younger men of 
the Bar, and in giving to the public the 
bases for genuine confidence in the 
integrity and independence of the legal 
profession.” 


Dr. V. N. Valgren 
FARM CREDIT ADMINISTRATION 
WASHINGTON, D. C. 

“The farm mutual insurance volume 
mounted to $11,382,000,000 in 1930, and 
fell to below $11,000,000,000 in 1932, prin- 
cipally because of the decline in farmers’ 
income. 

“The average cost of farm insurance 
has proven surprisingly constant. Nev- 
ertheless, costs have risen in recent years 
because of mounting losses,” he stated. 

“Because of losses in farm income, and 
the consequent lack of repair on farms, 
the farm mutuals have done well to keep 
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their average cost as constant as they 
have done. 

“Careful valuation, and constant inspec- 
tion will reduce risks still further.” The 
speaker congratulated state associations in 
Minnesota and Iowa for standardizing 
forms of mutual insurance contracts. 
Such standardization makes policies more 
readily acceptable as collateral for loans. 


Frank G. Dickinson 
ASSISTANT PROFESSOR OF ECONOMICS 
UNIVERSITY OF ILLINOIS 
“We face an alarming increase in the 
relative number of old people in our 
population. In 1880 3.4% were 65 and 
over; in 1930 the percent was 5.4; the 
estimate for 1980 is that approximately 
17% of our population will be above 64 
years of age. We are becoming an ‘older’ 
people, and ‘older’ nation. Some people 
wear out before they reach 65 and some 
of the hardiest continue to be gainfully 
employed after 65. We may accept 65 as 
the dividing line; beyond it the average 
individual as he travels through time must 
face biological economic dependency un- 
less he is well prepared for the twilight 
years. Think of it, one out of every six 

persons above 65 by 1980! 


“IT hope that I have made you realize 
what a terribly overwhelming problem of 
biological economic dependency faces this 
nation during the coming decades—during 
the next half-century, because I have a 
pleasant surprise for you. As Huey Long 
would have said, ‘It ain't so!’ If the 
future is black with the somber clothes 
of the aged, it is only so because the tap, 
tap, tap of canes drowns out the laughter 
of little children whose numbers are be- 
ing depleted so rapidly. Yes, the future 
is black only because the relative number 
of children is decreasing; the middle 
group will bulk as large then as now. 
Consider the following percentages: 

1880 1930 1980 
Under 20 years..48.1% 38.3%(—11.4=—) 26.9% 
Aged 65 and over 3.4% 5.4%(+11.5--) 9 9% 
Aged 20-64 ..... 48.5% 56.3% 3 6.2% 


100. 0% 100.0% 100. 09 


“The young persons (under 20 pres 
will aggregate 11.4 points less a_ half 
century hence whereas the old group (65 
and over) will increase 11.4 points. The 
great middle group will remain the same 
(56.3% in 1930 and 56.2% in 1980) al- 
though it will increase slightly and then 
decrease. If these estimates of Dr. Louis 
I, Dublin of the Metropolitan Life Insur- 
ance Company are correct we can face 
the future with the knowledge that we 
have a serious old age problem but that 
the reduction in the other group of de- 
pendents — namely children — compensates 
and counterbalances and thereby elimi- 
nates any probable increase of biological 
dependency. 


“The crux of the problem is to so use 
the sovereign power of the state that this 
burden of old age dependency can be 
shifted upon the shoulders of the ones 
who are relieved of the cost of rearing 
children. The race must be perpetuated, 
the birth rate should exceed the death 
rate. The sociologist recognizes that 
each generation of men does not repay 
the cost of its rearing to the parents who 
labored, worried and economized; no, the 
debt is discharged by each generation by 
breeding and rearing another crop of 
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children. Those adults who furnish no 
offspring dodge, avoid, and refuse pay- 
ment for their own conception, birth and 
rearing. If they refuse to voluntarily pay 
their debt to society the state should tax 
them—yes, tax them to pay the cost of 
old age _ assistance. Adults without 
progeny should bear this burden! That 
is social security with social justice.” 


e@e °*#@ 
O. E. Hurst 


HURST HOME INS. CO. 
LEXINGTON, KY. 

“The rapid changes that are being made 
in our every form of government, in our 
ideas of business, in the socialization of 
credit and banking, and in causing our 
government to enter into private enter- 
prises on a large scale, bring with it the 
possibility that governmental bureaus will 
desire in the near future to engage ac- 
tively in the fire and tornado insurance 
field,” Mr. Hurst said. 

“The farm mutual of the future cannot 
remain an isolated unit. It will be active 
in co-operative effort within its state and 
its national organizations. It will strive 
constantly for closer co-operation with 
its own members and will keep its mem- 
bership informed as to its needs and 
purposes.” 


SECY. 


William Henry Moore 
MEMBER OF PARLIAMENT 
DOMINION OF CANADA 
From Address Before Meeting of 
Life Insurance Presidents 
“In other words you are a ‘money 
power’ only so long as the owners of 
money consider you are competent stew- 
ards. And all the while Society—through 
the State—audits, inspects, superintends, 
regulates and limits your stewardship. 
“It’s a queer kettle of fish, this unrest 
about ‘money power’! Although it has 
been stirred up over and over again, we 
ought to know more about it. Obviously 
the unrest does not arise because people 
would have the officials of the state, 
rather than insurance companies, look aft- 
er their investments; for anyone may now 
lodge savings with the state and receive 
its bonds. Is the demand for social con- 
trol the desire of the thriftless to secure, 
through political action, the benefit of the 
savings of their thriftier neighbors? It 
would be strange if someone did not rea- 
son that way! but I am going to suggest 
two other causes for the agitation; firstly, 
fear of the power of concentrated millions 
of money, and, secondly, a belief that 
when capital becomes massed, it is re- 
luctant to compete for what it gets. 
“Fear of Bigness! I ask, how often 
are the insurance companies called Great 
Corporations of Little People? Surely 
that is precisely what most of you are. 
Sometime ago I had occasion to go over 
some Canadian figures on this matter and 
I was astonished to find how many 
thousands of people it takes to make even 
a small insurance company. When farm- 
ers get together in pools why is it that 
the public invariably applauds their com- 
bination, and says “the bigger the better,” 
although the pools go seeking profits for 


their individual members? The law of 
size has more than one shade to its 
meaning. 


“Tell me why is it that insurance com- 
panies so eternally harp upon their mil- 
lions? When a company has reached the 


‘competent size’ (whatever it is), surely 
the insured 


have no further sense of 
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security from being told, every year, the 
company is still bigger. I know you will 
pardon me for saying you do well to 
stress the principle of stewardship, for 
the power—even the limited power—of a 
single corporation over hundreds of mil- 
lions is a cause of public unrest (and once 
again you will recall I am a politician). 
Most people, including politicians, do not 
think clearly beyond thousands. 

“To repeat: the law of size, as it affects 
the social body, has not received the atten- 
tion it deserves. Perhaps I can explain 
more clearly what I mean by an illustra- 
tion drawn from the field of industry. 
The village tinker is usually regarded as 
a harmless man and society is not afraid 
of a thousand tinkers, so long as they are 
distributed over a thousand villages. But 
mark the change in opinion, when the 
thousand tinkers pool their resources, and 
Tin Cans, Inc., sets up business in a sky- 
scraper. Then society begins to be alarm- 
ed and talks of social control, and it may 
be with reason, for the price of cans 
may go up. To avoid stepping on strange 
toes may I say that Canadian industrial 
size has not always come about through 
genuine desire to lower costs, rather has 
it often come through efforts to soften 
or destroy competition. At times it has 
been created out of the whole cloth of a 
promoter’s brain. 

“T suspect some of you regard me as 
a bit touched over this phase of our pub- 
lic life; you may tell me that complaint is 
chronic; if it is not one thing, it is an- 
other; people always find fault with their 
times; you may think back and remind 
me of the lines from Piers Plowman: 

‘Brewers and bakers, butchers and cooks 

Of all mischievous men these are most 

harmful.’ 

“If you cite statistics to prove that, 
since the earlier part of 1932, the United 
States and Canada have been pulling out 
of their misfortunes, I shall, of course, 
agree with you; and I shall further agree 
that complaints about ‘money power’ and 
‘money barons’ will measurably subside as 
again we climb on the higher rungs.” 


Auto Omnibus Clause 
The following item from the Feb. 
llth issue of Canadian Insurance 
concerning a recent decision involv- 
ing the omnibus clause in automobile 
policies has created much discussion 
in this country. 

Mr. Justice Laliberte held that the 
omnibus clause in automobile policies is 
illegal and null in so far as it intends to 
indemnify a third party. He decided that 
an assured has no insurable interest in 
the liability which a third party may have 
for accidents caused while driving the as- 
sured’s car and, therefore, that this can- 
not be the subject of insurance. 

This decision has a far reaching effect. 
It had already been decided by the Privy 
Council in a case originating from British 
Columbia that this clause was  unen- 
forceable, but the opinion had been ex- 
pressed that this decision did not apply 
in the province of Quebec, in view of 
special provisions of the Code, which per- 
mit stipulations for third parties. Mr. 
Justice Laliberte has ruled the clause il- 
legal on the grounds of no insurable in- 
terest of the assured in the risk. 

The action was also dismissed for an- 





The judgment holds 
further that in any case the company 
could not be compelled to indemnify 
Joseph Halle until the assured had given 
written instructions to the company. It 
is not improbable that an appeal from the 
judgment will be entered in the Court of 
Appeal. 


other reason. 


Hits the Back Seat Driver 


THE BACK SEAT DRIVER, ACCORDING 
TO A RULING OF THE NEBRASK.\ SU- 
preme Court, can be held liable for 
damages growing out of an auto- 
mobile accident. A lower court had 
awarded a $4,000 judgment against a 
fifteen year old boy riding in the rear 
of a car and giving directions to a 
sixty year old man who was driving 
the automobile. It appeared that 
wrong instructions were given to the 
driver, resulting in a smashup which 
injured several people. It was said 
by the court that where two or more 
are riding in a car and operating it 
as a joint enterprise, one may be 
liable for the negligence of the other. 
ee @ 


Editorial 


(Continued from Page 6) 


there can be no question that sub- 
stantial gains were made. Even more 
important, however, have been the 
gains in mutual prestige. Many stock 
agents and executives continue in a 
panic and in fear of mutual com- 
petition. Campaigns of hokum and 
misrepresentation, and rate cutting 
tactics, in an effort to stem the tide, 
are still going strong. But the mu- 
tuals march on and 1936 gives every 
indication of being the best year yet. 

As long as some of the people can 
be fooled all of the time, misrepre- 
sentation and rate manipulation will 
continue to be the stocks’ “best bet.” 
But just so long as mutual manage- 
ment keeps its head and sticks to 
mutual principles the mutuals cannot 
be stopped. 








ENp oF A Perrect Day.—“I never take 


my trouble home with me from the 
office.” 
“T don’t have to either; mine’s also 


usually there at home waiting for me.” 
Sam Hill in the Cincinnati Enquirer. 
eee 
Otp Sturr.—Wallie-—“Gee, pop, there’s 
a man at the circus who jumps on a 
horse’s back, slips underneath, catches 
hold of its tail and finishes up on the 
horse’s neck!” 
_ Dad—“That’s easy. I did all that the 
first time I ever rode a horse.”—Philadel- 
phia Evening Bulletin. 
ee @® 
THE RestLess Ace.—Teacher—“Willie, 
give the definition of home.” 
Willie—“Home is where part of the 
family waits until the others are through 
with the car.”—Annapolis Log. 
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See Page 17 in reference to “Declarations” 


THE BLANK MUTUAL FIRE INSURANCE COMPANY 


DECLARATIONS Automobile Policy No 


Item 1. Name of insured 
Address 
No. Street Town or Postoffice ounty State 
The automobile will be principally garaged and used in the above town, county and state, unless otherwise specified herein. 


Item 2. Policy Period: From to 
12:01 A. M., standard time at the address of the insured as stated herein 
Item 3. The insurance afforded is only with respect to such and so many of the following coverages as are indicated by specific 
mium charge or charges. [The lett XXX shall be inserted in the premium column for the kind of insurance not taken.}! 
e limit of the company’s liability against each such coverage shall be as stated herein, subject to all of the terms of this policy 
having reference thereto. 











is of Liability Premiums 























COVERAGES 
COVERAGE A—Fire, Lightning and Transportation $ a $ 
COVERAGE B—Theft, Robbery, Pilferage and Conversion iii ~ 
road Form) $ $ 
COVERAGE C—Theft, Robbery, Pilfera and Conversion : aaa 


(Deductible Pilferage Form) Less $ deductible 








COVERAGE D—Collision or Upset 























Less $ - deductible 
COVERAGE E—Convertible Collision or Upset 
Additional Payment $ Actual Cash Value $ 
COVERAGE F—Tornado, Cyclone, Windstorm, Hail, Earth- ¢ . 
quake, Explosion and Water Damage $ 
COVERAGE G—Combined Supplementary Coverages f $ 
(For additional coverages see Reference Note 2.) Total Premium | $ 





[STATEMENTS OF THE INSURED]! 


1. The occupation of the insured is. 
2. The description of the automobile and facts respecting its purchase by the insured. 





Year 




















- t= i oo  - wo cee 
Type of Body No. of Cylinders 
Model Teade Name | (Give Truck Tonnage) eee No and Model 
| s Cyls. 
| M Mdi. 
— I — ———<$<—— $$$ — = — 
F.O. B. | f Actual Cost to Owner, 7 “Date y New or 
List Price | Including Equipment Purchased Second Hand 
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(3. The purposes for which the automobile is to be used are 


| 
| 
| 


4. The automobile described is fully paid for by the insured, and there is no lien, mortgage or other encumbrance there- 
jon, except as follows: 

If purchased on a deferred payment plan, the amount unpaid is $ , represented by notes of $ each. 
Due date of final note is :. 19 





| 
| 5. The insured is the sole owner of the automobile, except as herein stated 
| 


| 6. No insurer has canceled any automobile insurance issued to the insured during the past year, except as herein stated: 





Date and place of issue Countersigned by 


See page 18 in reference to “Agreements” 


THE BLANK MUTUAL FIRE INSURANCE COMPANY 
(A mutual insurance company, herein called the company) 


Does hereby agree with the insured, named in the declarations made a part hereof, in consideration of the payment of the pre- 
mium and of the statements contained in the declarations and subject to the limits of liability, exclusions, conditions and 
other terms of this policy: 

INSURING AGREEMENTS 


1. COVERAGE A—Fire, Lightning and Transportation 

To pay for loss consisting of damage to the automobile caused by (a) fire or lightning; (b) the stranding, sinking, burn- 
ing, ¢ n or derailment of any conveyance in or upon which the automobile is being transported on land or water, including 
general average and salvage charges for which the insured is legally liable. 


COVERAGE B—Theft, Robbery, Pilferage and Conversion (Broad Form) 
T of cr damage to the automobile caused by theft, robbery, pilferage or wrongful conversion, or attempt thercat. 


COVERAGE C—Theft, Robbery. Pilferage and Conversion (Deductible Form) 
To pay for loss of or damage to the automobile caused by theft, robbery, pilferage or wrongful conversion, or attempt thercat, 
sut only for the amount of each separate loss, when determined, in excess of the deductible sum stated in item 3, coverage C of the 
declarations, unless the entire automobile is stolen or wrongfully converted, in which event the deduction shall not be made. 
COVERAGE D—Collision or Upset 
© pay for loss consisting of damage to the automobile caused by accidental collision with another object or by accidental 
upset, but only for the amount of each separate loss, when determined, in excess of the deductible sum, if any, stated in item 3, 
erage D of the declarations 
COVERAGE E—Convertible Collision or Upset 
To pay for loss consisting of damage to the automobile caused by accidental collision with another object or by accidental 
pset; provided that upon the occurrence of the first collision or upset which is made the basis of a claim hereunder the insured 
hall pay to the company the additional payment stated in item 3, coverage E of the declarations, and shall give immediate notice 
f said collision or upset to the company. All subsequent losses under this section will be paid without additional payment by the 
nsure 





o pay for los: 








COVERACE F—Tornado, Cyclone, Windstorm, Hail, Earthquake, Explosion and Water Damage 
lo pay for loss consisting of damage to the automobile caused by tornado, cyclone, windstorm, hail, earthquake, explosion 
or accidental and external discharge or leakage of water. 
COVERAGE G—Combined Supplementary Coverages 
lo pay for loss consisting of damage to the automobile caused by 
(a) tornado, cyclone, windstorm, hail, earthquake, explosion or accidental and external discharge or leakage of water; or 
{b) riot, insurrection, civil commotion or war (but not if caused while the automobile is used in military or police ser- 
vice) ; or 
(c) the falling or the forced landing of any aircraft or any part of its equipment; or 
(d) flood or rising water 
Il. POLICY PERIOD, TERRITORY, PURPOSES OF USE 
This policy applies only to accidents which occur and to direct losses to the property insured which are sustained during. the 
policy period, while the automobile is within the United States in North America (exclusive of Alaska) or the Dominion of 
Canada, or while on a coastwise vessel between ports within said territory, and is owned, maintained and used for the purposes 
stated as applicable thereto in the declarations. 
(See Reference Note 4) 
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School Property 


(Continued from Page 20) 


1935, in which the same question re- 
ceived the same answer. In con- 
sidering the case the court said: 

“We think the only material question 
presented on this record: Has the County 
3oard of Education of Wake County a 
right to make the contract complained of 
by the plaintiff? We think so. The 
plaintiff contends that it cannot ‘lend its 
credit to a private corporation contrary 
to the Constitution of the State.’ * * * We 
cannot agree with the plaintiff’s contention. 
We think that the County Board of Edu- 
cation of Wake County did not lend its 
credit, but purchased the $2,000 of in- 
surance from defendants for a year by 
paying them $12.35 and agrecing to pay 
them an amount on certain contingencies 
— the maximum not to exceed $12.35. It 
did not enter into private business but 
purchased the insurance to protect its 
property. This was in the sound discre- 
tion of the Board.” 

Further in the opinion the court said: 

“Under the purchase of the insurance 
the Board in no way became a stockholder 
or partner, nor did it incur any liability 
for debts. It is a mutual company with- 
out stock or stockholders. Its _policy- 
holders are its only members. A stock- 
holder is the owner or holder of shares 
in a corporation having a capital stock 
represented by shares. The policyholder 
can in no way become liable for the debts 
of the corporation.” 

Since January 1, 1935, the question 
of the right of public bodies to in- 
sure in mutual companies has been 
before the highest courts of Wyom- 
ing, California, North Carolina and 
Arkansas. In every case it has been 
decided that such insurance does not 
constitute a loaning of public credit 
in violation of the constitutional pro- 
hibition and that such insurance may 
be carried by the public corporation. 
No contrary decisions have been 
handed down, so the right of the 
public corporations to insure in mu- 
tual companies has been clearly 
established. 


Notruinc To Worry Asout.—Overheard 
on the Beach—“*Mummy, may I go in for 
a swim?” . 

“Certainly not, my dear, it’s far too 
deep.” 

“But daddy is swimming.” . 

“Yes, dear, but he’s insured.”—Sporting 
and Dramatic News. 

ee ® 

Pick AND SHOvEL,— A man from 
Kansas was looking into the depths of the 
Grand Canyon. “Do you know,” said the 
guide, “it took millions of years for this 
great abyss to be carved out?” 

The man from Kansas was tremendous- 
ly impressed. “You don’t tell me,” he 
commented. “Why I didn’t know this 
was a government job.”—Service Maga- 
sine. 

e.6©°8 

On tHE Fartrways.—Golfer—‘Listen, 
kid, I'l swat you with a club if you don’t 
stop wisecracking me about my game!” 

Caddie—“Yeah, but you wouldn’t know 
which club to use!”—Philadelphia Eve- 
ning Bulletin. 
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“LET’S LOOK AT THE RECORD!” 


JoURNAL OF AMERICAN INSURANCE 





Mutual Fire Insurance WAS BEEN A SOUND 
BUSINESS FOR 184 YEARS! 





®@ There is something compelling in such a = work and by conservative and economical 
record of stability. management. 
Whether you consider the long years that The companies who are members of the 


‘ 


Mutual fire insurance has been serving Federation of Mutual Fire Insurance Com- 
America or simply the last five hard but re- _ panies have succeeded so well in this aim that 
vealing years...the conservatism, sound- during the last ten years they have returned 
ness and economy of Mutual management to their policyholders over $135,000,000 in 
has been strikingly demonstrated. premium savings alone. 
The sole idea of Mutual fire insur- ( Write for the free booklet entitled 


ance is to provide the greatest protec- “Mutual Fire Insurance.” There is 





tion at the lowest cost. This sound no obligation. Address the Federa- 


This seal identifies 


a member company 


objective is reached through the ¢%,"ycmmu tion of Mutual Fire Insurance Com- 
of Mutual Fire In- 

greatest care in selecting risks, by 377", “men’" panies, 230 North Michigan Avenue, 

Mutual Alliance. 1 

ia sec stele 

ness and stability 


MUTUAL FIRE INSURANCE 


An American Institution 


active and intelligent fire prevention Chicago, Illinois. 






































f4idddd4sss 


























A MARK IN HISTORY 


Early in the seventeenth century the directors of a 
mutual fire insurance company ordered that a mark 
be cast. They chose the four handed mark of the 
Union, adapting the clasp of the hands into that of 


the Lady-to-London grip. 


These marks were of lead, mounted upon a wooden 
shield and they were put up on all houses insured. 
This was done to give notice that those buildings 
were, as the directors’ minutes so quaintly put it, 


‘immediately under their care.” 


As the marks of early mutual companies are now of 
historical significance, so the Federal Shield and Eagle 
symbolize the same protection and care of the Federal 


Mutuals for their policyholders. 











HARDWARE MUTUAL FIRE INSURANCE COMPANY OF MINNESOTA, MINNEAPOLIS, MINNESOTA 
HARDWARE DEALERS MUTUAL FIRE INSURANCE COMPANY, STEVENS POINT, WISCONSIN 
MINNESOTA IMPLEMENT MUTUAL FIRE INSURANCE COMPANY, OWATONNA, MINNESOTA 





























24th CONSECUTIVE YEAR 
OF PROGRESS 





Statement at the close of business December 31, 1935, as reported to the Department of Insurance, State of Illinois 


Tr Bond. on amortized basis. \etual market values of 7] 


iI Ul securities exeeed the values used in this statement. 


ASSETS 


Cash in banks = ae. $ 3,705,487.54 
U. S. Government bonds ... 1,605,544.33 
State, county and municipal bonds...........................2....2.0.22-..-..-.-......  2,530,508.02 
Canadian and other bonds and stocks............... secleaveteccsesee Gene 
First mortgage loans on real estate weseneee 1,474,239.82 
Real estate (including home office site) Pee 
Premiums in transmission Aaah w..-. 2,439,766.34 
Due on account of reinsurance > =e : 32,371.34 
Accrued interest ) ee ae Pe » 148,815.43 

Total cash assets eh OR re ..$22,611,299.39 





LIABILITIES 


Reserve for losses a eee _.$10.321,.239.40 





Reserve for unearned premiums sips Sess ee . 6,215,936.00 
Reserve for taxes, expenses and dividends ehh . 1,991,690.96 
Reserve for contingencies...... Se ....1,000,000.00 

Total liabilities and reserves. . eer .....$19,528,866.36 
Net cash surplus bail ..3,082,433.03 


Total , Paso nn fF 








Paid for Losses and Returned to Polievholders in Cash Dividends Since Organization Over Eighty Million Dollars 





LUMBERMENS MUTUAL CASUALTY COMPANY 


JAMES S. KEMPER, PRESIDENT 
A HOME OFFICE: CHICAGO, U.S.A. A 


ORGANIZED ORIGINALLY FOR LUMBERMEN AND NOW ACCEPTING GOOD RISKS IN ALL CLASSES OF BUSINESS 











